USI 


Contents 


THE CRISIS HUMAN RELATIONS 
James Cooper 


DARE RENEGE? THE SOCIAL RESPONSIBILITY 
BUSINESS THE WORLD SCENE 


Daniel Spencer 


MONEY NOT AUTOMATIC 


INTERNATIONAL CURE-ALL 
David McCord Wright 


MANAGING PROFESSIONAL PERSONNEL: SUCCESSFUL 
PLAN 


Donald Lester 


SHOULD ACCOUNTING DATA ADJUSTED FOR PRICE 
CHANGES? 


Henry Steele 


HOW GET TEAM UNITY SMALL ENTERPRISE 
Roger White 


VALUE-OF-SERVICE PRICING FOR THE RAILROADS 
George Wilson 


CHALLENGE AND REWARD LATIN AMERICA 
Peter Grace 


THE THEORY INVENTORY (MIS)MANAGEMENT 
Rocco Carzo, Jr. 


HORIZONS CONSULTATION: 
THE NEXT RECESSION 


TOOLS FOR COMBATING 


4 
4 
i 

; - 

| 
agin 


“WORLD'S LARGEST PRODUCERS QUALITY THREAD PRODUCTS” 


our investment 


“Our Accounting Machines have 
profitat nvestment for 
107 ally the orig 
estment —but direct sav 
ar t the ly k fit 
‘Nat greater accuracy with 
reatly the amount filing space 


needed for our records. Furthermore, the 


records are now more readily accessible. 


use the machines many ways, in- 
cluding payables, cash disbursement, voucher 
register, ledger posting, checks, payroll sum- 

posting pay 


maries, and Federal and State tax reports. 


operators, too, are pleased with our 
Nationals, because they now accomplish their 


work with less effort.” 


President, COATS CLARK 


THE NATIONAL CASH REGISTER COMPANY, DAYTON OHIO 


1,039 OFFICES 121 COUNTRIES 


HELPING BUSINESS SAVE MONEY 


Accounting Machines save 107% annually 


—COATS CLARK INC., New York, 


chines will pay for themselves with 
the money they save, then 
savings annual profit. Your near- 
National man will gladly show 
how much you can save—and why 
your operators will happier. (See 


your business, too, National ma- 


your local phone 
book yellow pages.) 
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1959, completion the St. Lawrence Seaway, ves- 


Ocean Chicago. This city, already handling 50% more water- 
borne commerce than the Panama Canal, takes even greater 
part future world trade. 


sels 10,000 tons will travel directly from the Atlantic. 


Cable: Chicago” 


The First National Bank Chicago 


Dearborn, Monroe Clark Streets Building with Chicago since 1863 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


Now, the past, prime center for foreign banking 
the Midwest The First National Bank Chicago. With more 
than years’ experience and international network 
correspondent banks, are ready serve you with accuracy 
and speed. invite you get touch with soon. 
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McGraw 
Company 


Engineers and Constructors American Industry 
780 WINDSOR STREET, HARTFORD, CONN. 
NEW YORK PITTSBURGH CHICAGO MONTREAL 


PROFIT the experience integrated construction 


firm, whether you’re planning complete new plant 

mechanical modernization. Within its own organiza- 

tion, McGraw Co. has the experience, 

personnel and equipment handle any phase 
YOU 


construction engineering, building, machinery COMPLETE 
installation and piping. OUT BID 
Whether you require every phase any phase 

construction, benefit the experience the 
complete construction company 
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THE CRISIS HUMAN RELATIONS 


JAMES HOWARD COOPER 


Topay have reached advanced industrial 
position through the use the scientific method. 
However, the attempted application this scien- 
tific method the area human relations has 
proved unsuccessful. There are two major 
reasons for the present disillusionment with 
human relations techniques. 

First, the scientific dogmatism that applies 
well machines just does not work with humans. 

Second, the study human relations has con- 
centrated the relationships man man and 
has ignored the study man himself. 


The theory the “natural goodness” man 
and the idea “indefinite progress” have now lost 
all meaning. the other hand, the revolution 
physics has robbed our faith For 
all our present economic security, longer 
have spiritual security. And, because not 
human relations philosophy that will him 
justice. 


human relations, the author suggests that 
must: 


Educate people live, rather than merely 
serve the technical needs business 

Speed our efforts restore meaning 
work 

relations 


Any human relations endeavor must consider the 
“whole fulfilling spiritual needs well 
biological needs. Too long has human relations 
been dominated now discredited postulates 
autonomous science; the time has come 


adapt machines men, not men machines. 
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DARE RENEGE? THE SOCIAL 
RESPONSIBILITY BUSINESS 
THE WORLD SCENE 


DANIEL LLOYD SPENCER 


WESTERN business leadership take its place 
world change, has choice but accept in- 
ternational responsibility for improving the pres- 
ently underdeveloped areas the world. Al- 
though local conditions are not always ideal, and 
although foreign aid costly, must continue. 

Not only must foreign aid continue, but must 
become more long-term nature. Nations accept- 
ing economic aid must have the assurance that 
will not suddenly and disastrously cut off the 
following year. 

1957, reports various research agencies 
and other authorities before the special Senate 
committee study the foreign aid program 
stressed the great importance long-term eco- 
nomic aid underdeveloped areas. the other 
hand, many groups oppose extension foreign 
aid—or even wish decrease it—in spite their 
realization that doing can lead only the 
spread the communist system. 

The “bold new aid program” 
1957 was cut drastically from the original re- 
quest, the percentage funds for economic de- 
velopment remained about the same, 
long-term concept was lost. For fiscal 1959, the 
Administration decided not 
long-term issue, and asked only for amount 
approximately the same the previous year’s re- 
quest. the $3.950 billion request, two-thirds 
was for military assistance alone. Nevertheless, 
when final passage came, Congress slashed the 
amount $3.298 billion. This action suggests 
that the government has not yet realized the 
vital importance that continued, long-term, in- 
creased foreign aid has, not only for the rest 
the world, but for the United States well. 


How Top Management 


Can Help 


Middie Management 


RECENT SURVEY junior executives enrolled with the Alexander Hamilton Institute, more 
than 80% said they thought their best chances success were with their present firms. 


This sharp contrast the dissatisfaction often expressed middle-management men and 
often evidenced the turnover jobs among this group. 


believe the difference attitude explained the fact that the men polled are studying ad- 
ministration and management their spare time and therefore have superior knowledge busi- 
ness. 


Not only are they better able appreciate the problems their superiors face, but they can see 
beyond the confining limits any single department. 
Their broader understanding, short, has given them vision and confidence. And this, essentially, 


what lower-level managers need they are become enthusiastic, contributing members 
the management team. 


Middle management, course, covers wide range jobs—department heads, assistants, and 
various other levels supervisory personnel. And many companies feel that the task providing 
comprehensive training for large and diverse group prohibitively expensive. Actually, 
need not be. Hundreds organizations, both large and small, have discovered that the Institute’s 
executive training program fits their needs ideally; that economical, flexible, practical. 


you want help your middle management men grow—without becoming involved pro- 
gram that costly unwieldy—send today for outline the Institute’s plan. Simply address 
your request for information Mr. James Jenks, Secretary. There’s obligation, course. 


ALEXANDER HAMILTON INSTITUTE 


Executive-Training 
Dept. 675 


West 23rd Street, New York 10, 
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TAKE-OFF—WHERE? MONEY NOT 
INTERNATIONAL AUTOMATIC 
CURE-ALL 


DAVID MCCORD WRIGHT 


IMPROVEMENT the living standards under- 
developed nations helps them resist communism; 
however, the current plans for fostering economic 
development have many weaknesses. 

Advocates present foreign economic aid pro- 
grams assume that economic growth and stability 
are automatic results financial assistance. Un- 
fortunately, this not necessarily so. Funds are 
often mismanaged inexperienced governments. 
Yet protest, are interfering with the in- 
ternal affairs those nations receiving aid. 
interfere, the program may fail, and bitter- 
ness and distrust result. 

Sudden industrialization any country brings 
with radical upheaval the structure the 
whole society. Age-old traditions, social security, 
and the former pace living are completely lost. 
Combine these vast cultural changes with the pos- 
sibility maladministration and corruption the 
government—and the result chaos. The ex- 
pected progress does not materialize, and once 
again bitterness toward the nations giving the aid 
results. 

Before industrial progress can made, many 
“preconditions” must exist within the society it- 
self. Instead blindly pouring billions into un- 
derdeveloped countries, should first what 
can ensure that the necessary preconditions 
are there. And should help these preconditions 
least much emphasis direct aid. 


MANAGING PROFESSIONAL 
PERSONNEL: SUCCESSFUL PLAN 


DONALD LESTER 


ASSESSMENT performance important area 
management professional personnel. The 
article concerned not with just getting decent 
return the firm’s investment people, but with 
approach for getting full value for salary 
dollars. 

For appraisal results, the starting point 
written job description formulated man and 
management. Employee self-appraisal through 
written reports should encouraged; and the 
standards should challenge encourage growth. 

Payment for results another—vital—motiva- 
tion for improving contribution. And, superior 
performance should rewarded, unsatisfactory 
performance should not tolerated. 
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Full communication pay and performance 
necessary payment. Keeping men informed 
compensation and getting their understand- 
ing and agreement provide the basis for their 
improvement. 

Planning for improved performance depends 
how well the manager has handled the first 
steps; one the best means for development 
managerial coaching. This process must indi- 
vidualized, continuous, day-by-day assistance 
supplemented yearly formal discussions, and 
must tailored for both present and future 
positions. 

Measurement managerial climate—such 
the Flight Propulsion Laboratory surveys— 
and adjustment the results the final step. 

Such approach depends 
manager cooperation and managerial skill, but 
the end will help bring about more effective 
use the time and talents. 


SHOULD ACCOUNTING DATA 
ADJUSTED FOR PRICE CHANGES? 


HENRY STEELE 


application accounting data adjusted 
for price level changes, the user should aware 
the inherent limitations well the useful- 
ness these data. 

For example, limitation exists the area 
standards and methods, where there need for 
uniformity. Timeliness also problem, since the 
usefulness accounting summaries directly re- 
lated how quickly they become available. 

Some the other factors curtailing the worth 
adjusted data concern the effect technologi- 
cal changes, not measured price indexes; the 
inaccuracies index numbers; the failure ad- 
justed figures reflect—in most cases—volume 
changes; internal inconsistency adjusted finan- 
cial statements, which not reconcile with con- 
ventional income statements; and the investors’ 
lack interest. 

the other hand, data adjusted for price level 
changes are essential for distinguishing between 
real income and the recovery real capital in- 
vestment. This the principal application ad- 
justed data. The distinction assists management 
arriving dividend pay-out rate that con- 
sistent with the maintenance real capital and 
decision-making the areas collective bar- 
gaining and capital budgeting. 

For government, the greatest potential use 
adjusted data the areas taxation and regu- 
lation public utilities. 


SERVICE 


the BUSY executive 


Many business executive under such pressure these days 
that inclined neglect his own personal financial affairs. 
this applies you, Thomson McKinnon service can 
real assistance, for includes: 


ALLENHURST, 
301 Main Street 


ANDERSON, IND. 
Citizens Bank Building 


ATLANTA, GA. 
Healey Building 


BALTIMORE, MD. 


Chamber Commerce Bldg. 


BLYTHEVILLE, ARK. 
Glencoe Hotel Bldg. 


CHARLOTTE, 
110 Liberty Life Bldg. 


CHICAGO, ILLINOIS 
231 South LaSalle Street 


CORAL GABLES, FLA. 
2504 Ponce Leon Blvd. 


DAYTONA BEACH, FLA. 
125 Broadway 


DULUTH, MINN. 
711 Alworth Building 


EVANSVILLE, IND. 
1008 Hulman Building 


FT. LAUDERDALE, FLA. 
107 East Las Olas Blvd. 


Personal attention that results thorough knowledge 
your investment needs whether large small. 


Up-to-date factual information when needed. 


Alertness apprising you investment opportunities 
changes conditions that might mean profit loss. 


Rendering this kind service has built our business. 


Write phone regarding any help you may require 


FORT WAYNE, IND 
325 Lincoln Bank Tower 


GREENVILLE, 
105 Washington 


HOUSTON, TEXAS 
Cotton Exchange Bldg. 


INDIANAPOLIS, IND. 
200 Circle Tower Bldg. 


JACKSON, TENN. 
West Main Street 


JACKSONVILLE, FLA. 
105 West Forsyth Street 


KENOSHA, WIS. 
201 Kenosha Bank Bldg. 


GRANGE, GA. 
North Court Square 


LIMA, OHIO 
121 West High Street 


LONG BRANCH, 
Garfield-Grant Hotel 


LYNCHBURG, VA. 
Virginian Hotel, 8th Church 


your investments. 


Write for our current Investment Survey 


THOMSON 


Members New York Stock Exchange and other principal exchanges 


Wall Street, New York 


MADISON, WIS. 
404 First National Bank Bldg. 


MEMPHIS, TENN. 
Union Avenue 


MIAMI, FLA. 
110 Security Trust Bldg. 
(119 East Flagler St. 


MIAMI BEACH, FLA. 
Lincoln Road 


MIAMI (Little River) 
285 N.E. 79th St. 


MILWAUKEE, WIS. 
735 North Water Street 


NAPLES, FLA. 
886 Fifth Avenue, South 


NEW 
Wall Street 


Sheraton-East Hotel 


ORLANDO, FLA. 
East Central Avenue 


OSHKOSH, WIS. 


505 First National Bank Bldg. 
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PALM BEACH, FLA. 
280 South County Road 


ST. PETERSBURG, FLA. 
340 Central Avenue 


SHELBY, 
Webb Building 


SOUTH BEND, IND. 
108 North Main Street 


TAMPA, FLA. 
406 Franklin Street 


TOLEDO, OHIO 
538 Board Trade Bldg. 


WEST PALM BEACH, FLA. 
305 First Street 


WINSTON-SALEM, 
103 Reynolds Bldg. 


OTTAWA, ONTARIO 
South Sparks Street 


TORONTO, ONTARIO 
Yonge Street 


WINNIPEG, MANITOBA 
220 Grain Exchange Bldg. 


- 


MANAGEMENT 


INTERVIEW 


Bolton—the men who led the electronics 
program Buick. 


HOW IBM HELPS BUICK 
BUILD BETTER CARS 


exciting new tool the auto continuing efforts 
build even better cars the IBM 705 electronic data processing 
system. From complex production scheduling the design new 
transmissions, the IBM 705 helping bring startling revolu- 


tion the auto industry. 


exciting any story that told the Buick Division 
General Motors. Here, reporting Buick’s progress 
the management team that spearheaded the IBM 705 pro- 
gram. Led General Manager and Vice President 
Edward Ragsdale, they are: Robert Wagner, General 
Production Manager, James Bolton, Comptroller, 
Fisher, Superintendent Data Processing. 


What the IBM 705 doing for you? 


The biggest thing right now helping keep our 

production parts and sub-assemblies keyed 
constantly changing public demand...so can ship 
Buick exactly the way the customer wants it, the shortest 
possible time. 


involved this? 


means controlling the flow production from 

2000 different suppliers who furnish with some 
3500 different parts and assemblies, ranging from bolts 
complete bodies. 
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How the IBM 705 improving your handling this 
flow materials? 


When sales trend was spotted that made change 

our schedules necessary, used take two weeks 
make the change—that is, all the paperwork and 
computing. And that’s with plenty overtime. Today the 
IBM 705 does all this work, including printing new con- 
tracts for mailing, seven hours. 


you gain other benefits from your IBM operation: 


Oh, using the machines many areas our 

business. get our parts sales analysis reports ten 
days sooner; get operating reports daily basis that 
were never possible before. And, mentioned, our 
engineers are even building better Buicks with this IBM 705 
computer. 


What’s the advantage using computer the 
design stages? 


helps cut down the expensive procedure 
actually building premature prototypes test new 


1 


design. The IBM 705 can figure performance design char- IBM 705 handled minute-and-a-half job that once 
acteristics mathematically ...to save both time and money. took week-and-a-half. The mathematics involved pro- 


ducing the car performance reports spoke would take 


Our “car performance prediction” procedure one 
the most interesting examples. There, the IBM 705 
puts mathematics work ascertain what new engine 


transmission will deliver new automobile under all Realistically speaking, yes. engineer used start 
expected operating conditions. testing procedure like this 


with the first design that met his requirements. 
normally takes hundreds thousands dollars and months Today, running off the many possibilities design 
engineering work. The IBM 705 takes about one-half hour that can pick the most effective advance. 


come with complete performance report. gone but only begun realize the possibilities 
electronic data processing. 


actually doing things that were once 
entirely impossible. 


these problems man could solve the time 
PROCESSING 


course, but what the system does minutes 
would take man months years. Recently, the 


INTERNATIONAL BUSINESS MACHINES CORPORATION 
590 MADISON AVENUE, NEW YORK 22, NEW YORK 


“The progress the 
automobile industry 
being advanced significantly 
electronic 


Ragsdale, 
Vice President, 
General Motors Corporation 
General Manager, 
Buick Division 


ion? 
our 
ten 
that 
our 
705 


the 


new 
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HOW GET TEAM UNITY 
SMALL ENTERPRISE 


ROGER WHITE 


SUCCESSFUL operations and rapid growth new 
small companies divisions are usually the re- 
sult decisive action single competent head 
man who makes all the important decisions in- 
volved the undertaking. However, the very 
fact its rapid growth makes continued effi- 
ciency under this system impossible the or- 
ganization enlarged. 

While simple delegation unrestrained au- 
thority department heads would 
fitful uncoordinated efforts and would sabotage 
the major company goals, too much supervision 
and centralized decision-making can deaden- 
ing competent men’s initiative and quite 
understanding each department head the 
major goals the company and his own part 
reaching them can produce informed and 
confident eagerness throughout the entire organi- 
zation. This attitude can make tremendous dif- 
ference profits and growth. 

The Glastic Corporation experimented success- 
fully creating team spirit. Facing the threat 
serious morale problems that arose when 
long period rapidly increasing volume was sud- 
denly interrupted, the president decided use 
team strategy. The department heads were called 
together consider general solution and plan 
for profit. 

the team approach was developed, policy 
committee evolved whose job was consider 
management problems they arose and insure 
full understanding and agreement all new 
undertakings. 

This approach the management 
duced markedly improved profits—300 per cent 
above anticipated levels—and greatly improved 
enthusiasm among key men and workers all 
levels speed company goals. Most important 
all, the improved morale provides for sound fu- 
ture growth the company the present re- 
cession clears away. 


VALUE-OF-SERVICE PRICING 
FOR THE RAILROADS 


GEORGE WILSON 


railroad difficulties are too deep-rooted 
cured with short-run subsidies and easing 
certain regulations. private, nonsubsidized 
ownership maintained, the pricing policies 
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the railroads must completely re-evaluated 
and readjusted. Wilson suggests that value-of- 
service pricing (that is, setting rates that maxi- 
mize the net revenue:received for shipping each 
commodity necessary, but must applied 
with extreme care. 

Value-of-service pricing must considered 
from two points view—the economic interpre- 
tation (essentially “what the traffic will 
and the legal interpretation. The essential differ- 
ence between these two the inclusion the 
legal view “reasonableness” rates and the 
concept the “public economic 
and the legal interpretations must reconciled 
Such reconciliation can effected commodi- 
ties with high market value and low “social” 
value can charged rates sufficiently high 
permit lower rates for commodities with low 
market value but high “social” value. 

Should there problem monopoly profits 
the part the railroads, the 1cc could order 
either general rate reduction specific reduc- 
tion for particular goods. 

Although intercarrier competition would limit 
complete application value-of-service pricing, 
would probably the public interest be- 
cause would reduce the general rate level and 
add total commodity movement. 


CHALLENGE AND REWARD 
LATIN AMERICA 


PETER GRACE 


incidents last spring have forced 
general reappraisal and re-evaluation United 
States policy and attitude toward our neighbors 
the South; the American people have come 
the conclusion that great deal needs done 
invigorate the Good Neighbor policy. 

Latin America vital our welfare. the 
fastest growing area the world, will 
increasing economic and political support and 
even larger business market for the United States; 
has long been vital the southern flank our 
military defense system. Most significant, 
source—perhaps our only source war 
—of raw materials waning the United States. 

The present crisis inter-American relations, 
largely economic root, brought about the 
pressing needs rapid development and greatly 
aggravated fluctuations the world market 
and U.S. tariff restrictions. Latin America al- 
most entirely dependent trade with the United 
States finance its development, and recent U.S. 


Another 
Example 


CONCRETE 


AMERICAN-MARIETTA 


Fast, trouble-free erection Amdek concrete 
bridges has resulted their widespread accept- 
ance highway officials, engineers, contractors 
and the public. Depend Amdek provide 
structures schedule and low cost. 


AMERICAN-MARIETTA COMPANY 


101 EAST ONTARIO STREET, CHICAGO ILLINOIS 


BRIDGE SUPERSTRUCTURES 


only the way the job, these 103’ lengths 
Amdek linear prestressed beams actually prevented long traffic 
tie-up for the City Scranton, Pa. cutting bridge building time 
few days. And, spite their record length, these Amdek 
members are only inches deep—a minimum depth-to-span ratio 
that means less weight plus the economies greater clearance and 
reduced fill. Amdek linear prestressed beams were selected for this 
bridge over all other designs because lower cost speed 
erection ready availability materials and ease delivery. 


PROGRESS REPORT 
MAILED REQUEST 


copy the American- 
Marietta Financial Progress 
Report shareowners for the 
First Quarter 1958 avail- 
able request. 
Address Dept. 


PAINTS INKS RESINS CHEMICALS HOUSEHOLD PRODUCTS BUILDING MATERIALS CEMENT 
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Wanted 
advertising 


—that deserves the leader 


its field. 


Our philosophy this: Every trans- 
action should benefit buyer and seller 
alike. Therefore, honest products, 
honestly presented, are basic good 
American business—basic success 


and continuing profits. 


For companies with similar credo 
have provided successful advertising and 
marketing assistance for over thirty 
years. And are proud that the list 


leaders their respective fields. 
the management any business with 


advertising marketing problem: 


—if you have similar policy 


—if you have similar ambition 


—we would welcome the oppor- 


tunity and explain 


how might work together achieve 


your goal 


Write phone 


360 North Michigan Avenue Chicago Illinois 
Phone: RAndolph 6-1670 
BUSINESS HORIZONS FALL, 1958 


measures such stockpiling have caused great 
unrest. 


Despite phenomenal progress, Latin America 
has received almost grant aid from the United 
States: was supposed benefit indirectly from 
the Marshall Plan through the restoration Eu- 
ropean trade. This benefit not sufficient the 
present economic position. would 
seem our interest provide reasonable 
price stability for their trade. Moreover, 
loans, investment, technical assistance, and aids 
education. For these things, and the many 
others could do, will reap great rewards 
strength and security. 


THE THEORY INVENTORY 


ROCCO CARZO, 


FLUCTUATIONS inventories have been blamed 
for trouble within business, industry, and the 
economy. This role the inventory business 
cycles has been described theoretically Lloyd 
Metzler and others. this explanation, assuming 
that businessmen attempt maintain constant 
normal level inventories relation sales, 
structural (not inventory cycles re- 
sult from the fact that output tends lag behind 
changes demand. The length this lag period 
assumed about six months. 

The theory holds well when actually com- 
pared with inventory behavior within industry. 
Research reveals that output the home laundry 
industry did lag behind changes 
demand. However, the length lag was found 
about year instead six months. 

What are the causes this lengthy delay? Why 
intelligent managers this highly developed 
industry miss badly their inventory goals? 

Overoptimism appears one reason. Resist- 
ing adjustments inventories lower sales 
levels, these manufacturers attempt manipulate 
demand, often beyond the point stimulation. 
addition, poor forecasting, which 
blamed inadequate techniques, has been ob- 
served. The firms studied rely heavily the level 
and trend past sales when estimating. 

part, poor communications may explain the 
lag. Home laundry manufacturers appear 
poorly informed about activity channels dis- 
tribution. Few, for example, use their warrant) 
card returns basis for market analysis. 

The lag may further attributed the desire 
manufacturers level production and attain 


planned sales goals. 
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Bruning Copying Machines Provide 


Paperwork 


the Rough Alaska Run! 


The Alaska Steamship Company, Pier 42, Seattle, 
Washington, pioneer the Alaska trade and 
developer the nationally-recognized “unitized” 
cargo service, has solved big problem the 
rugged Alaska run with modern Bruning Copyflex 
copying machines. 

With Alaska Steam processes 
1700 bills lading per ship fast, one-writing 
basis. Shippers are supplied inexpensive translu- 
cent bill lading forms which they write 
type shipping information. Directly from these 
forms, Alaska Steam uses Copyflex reproduce 
freight bills, notices arrival, delivery orders. 
clerical copying errors. Alaska Steam greatly 
reduced clerical work, gives shippers faster and 
better service! 

can bring you remarkable paperwork 
benefits, too! Machines are clean, odorless, eco- 
copies cost less than penny 
each for materials. Call your nearby Bruning office, 
today, write: Charles Bruning Co., Inc., 1800 
Central Road., Mt. Prospect, Illinois. Canada: 
105 Church St., Toronto Ontario. 


Model 
Bruning’s top model 

for ultra-fast, heavy- 
volume copying. 

Full 46-inch printing 

width. Other models 
for every use, includ- 
ing desk top model. 


Chesebrough, vet- 
eran terminal agent 
Alaska Steamship Com- 
pany, pioneered the use 
Bruning copying ma- 
chines which have resulted 
paperwork savings for 
his company and better 
service shippers. 


BRUNING 
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The WESTWARD HO, 
fabulous Val- 
ley the Sun, lux- 
ury hotel with resort 


atmosphere, yet within 


@ Five hundred rooms and 


New Thunderbird Room 
1 seats 1500, has ground level 
doors for autos and large dis- 
fe plays. Projection room and 
fully equipped stage. 


by Southern Pacific and 


Santa Fe railways; TWA, American, Western. 


Fronticr and Bonanza airlines 


. Entire building air conditioned by retrigeration. 
Ope mn year around Special olf scason rates 
Scenic center Southwest: Grand Canyon, Old 
Mexico, other thrilling side trips 
Complete convention services. Write, wire or 
phone our sales partment tor convention planning 
kit Phone A] pine 53-2181 


MEETING ROOM SEATS DINES 
Thunderbird Room 1500 1100 
Turquoise Room 500 350 
Council Room 400 300 
Colonial Room 175 140 
Kachina Lounge 125 100 
Saratoga Room 100 
Six other smaller rooms accommodating 
people each. 


Also under same ownership and management! 
The GUNTER, San Antonio, Texas 
CONCHA, San Juan, 


Puerto Ric 
Rico 


Gg 
4 
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Westward 
PHOENIX 
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Schuyler Otteson 


LAST SPRING raised question about the 
social responsibilities the businessman. 
Now have article dealing further with 
this question. There has been growing dis- 
illusionment with human relations techniques 
business. James Cooper discusses the 
reasons for this disillusionment and relates 
even larger and more serious problem 
modern man: his loss spiritual security. “It 
with some misgiving that send the en- 
not all sure this the sort viewpoint you 
are interested expressing. do, however, 
believe that the point view expressed 
this article needs said somewhere.” 
concur, and feel that Business Horizons, 
line with its policy enlightened 
versy, that place. For are sure that those 
our readers who not agree with “The 
Crisis Human Relations” will find 
pelling reading. 

Mr. Cooper Methodist minister, pres- 


ently serving Executive Secretary the 


Protestant Church-owned Publishers’ 
ation. Perhaps more important qualifica- 
tion for speaking with authority among busi- 
nessmen, was for eight years Personnel 
Director, Glass Company. 


THE PAST six months foreign aid has been 
brought forcibly into the realm public 
cern. longer just abstract problem 
realize that policy decisions must made 


| 


the WKE approach modern 

plant development...and how con- 

for the need—on schedule, within 
budget—the world over. 

send for copy 

The men WKE have story tell 

through the pages this new book 

you are concerned with sound, 

proved, profitable approach plant 

expansion development. 

Your copy available without obligation—today. Clip and 

mail the coupon below. 

you 

ZONS, 

ntro- 

WESTERN-KNAPP ENGINEERING CO. 

650 Fifth Street 

The San Francisco California 


Gentlemen: 
Please forward free copy your new book, 
DESIGN FOR PROGRESS. 


TITLE 
COMPANY ____ — 

EEE 


Western-Knapp Engineering Co. 


SAN FRANCISCO New York Chicago Hibbing 
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with the greatest care: The time 
for throwing occasional sops has 
passed. the “ruble war,” how 
whether give. 

Our magazine carries three ar- 
ticles this fall international 
policy, two the general ethi- 
America 
abroad and one our re- 
sponsibility what may soon 
another Middle East—Latin 
America. 


Daniel Spencer now 
Fulbright leave from Southern 
University, where 
holds associate professorship, 
the University Gujarat, Ah- 
medabad, India. has previ- 
ously taught The American 
University, Berea College, and 
the University Virginia; 
1952-53 served Economist 


How Get Things Done 
Better And Faster 


BOARDMASTER VISUAL CONTROL 


Gives Graphic Picture Saves Time, Saves 
Money, Prevents Errors 


Cards, Snap Grooves 
for Production, Traffic, 
Scheduling, Sales, Etc. 

Made Metal Compact and 
Over 250,000 Use 


Full Price $4950 


24-PAGE BOOKLET NO. HF-20 
Without Obligation 
Write for Your Copy Today 


GRAPHIC SYSTEMS 


West 42nd Street New York 36, 


Inventory, 


with cards 


with the Renegotiation Board 
Washington, D.C. His education 
took him from one coast the 
other: Columbia for his A.B.; 
Berkeley for his M.A.; and The 
American University for 
Ph.D. has long been inter- 
ested international, particu- 
larly Eastern, relations; note such 
articles Land Trans- 
formation and Russian 
Model,” “Pre-Perry Preparation 
for Economic Growth Japan,” 
“Semantics and 
India,” “Foreign Participation 
South Asian Enterprise.” 

Mr. Spencer has 
guished war record well. 
World War served both 
Atlantic and Pacific theaters 
line officer and was decorated 
with the Croix guerre. 


David Cord Wright has made 
international reputation 
economist; the past 
years has taught the Uni- 
versity Virginia, Columbia, 
the University California, Har- 
vard, and Oxford 
bright and now William Dow 
Professor Economic and 
cal Science McGill University 
Quebec. the same period 
time, has held various fellow- 
ships, including the Rockefeller, 
and such U.S. government posi- 
tions economic consultant for 
the National Resources Planning 
Board. His writings are myriad; 
brief will mention here 
only the David Wells Prize—win- 
ning The Creation Purchasing 
Power. 
LL.B. from the University Vir- 
ginia, and his M.A. and Ph.D. 
from Harvard (1941), 
tended both The Citadel and the 
University Pennsylvania. 
has been president the Society 
Economic Associations and 
member the executive commit- 
tee the American Economic 
Association. 
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“THE motivating and 
rewarding individuals key 
concern executives. the as- 
sumption that the readers 
Horizons may find our 
approach interest, have de- 
scribed our experience and the 
frame reference which.we 
have worked.” Donald Lester 
has had ample experience the 
management professional per- 
sonnel; virtue that experi- 
ence now Manager Pro- 
Personnel Relations, 
Flight Propulsion Laboratory 
Department the General 
tric Company. Also has 
been Education 
Specialist and manager per- 
sonnel development and tech- 
His “What 
General Electric Learned Re- 
cruiting 622 Engineers During 
1956” appeared Personnel. 
Phi Beta Kappa, Mr. Lester re- 
ceived his M.A. from the Univer- 
sity Michigan 1951, and his 
B.A. (summa cum laude) from Al- 
bion College 1950. 


For our Consultation the ma- 
chinery for combating recession 
our traveling editorship goes 
Ross Robertson, Director 
Business History Studies and As- 
sociate Professor Business 
Economics and Public Policy 
Indiana University. Dr. Robert- 
son qualifies well coordinator 
for this discussion virtue 
past positions Financial 
omist, Federal Reserve Bank 
St. Louis; Associate Professor 
Finance and Economics, 
sity Tennessee; and 
mist, U.S. Department Com- 
merce has one book his 
credit, History the American 
Economy, and numerous articles 
economics, finance, and 
nomic history, the most recent 
the April “Four Steps 
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Rough clearing 


Interchange USA 


Cummins for dependabilit 


Speci 
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changes 


Cum 


Naulage 


Models 


Shr 


esign was revolutionized when the first 


went into operation 1928 Woodbridge, New 


then, the interchange has become such indis- 
art our highway system that nearly 9000 rural inter- 


are planned our new Federal Highway Program. 
Diesels were first applied motor trucks and other 
uipment for roadbuilding over years ago, and their 
long life have since made them one the most 
power sources for the construction industry. 

Cummins power can specified more than 300 
all types construction equipment. The machines 


and the following pages are Cummins powered. 


(Clockwise from top left) Pacific end dump Diamond trailer 
dump «Insley backhoe «Wooldridge scraper Bay 
City shovel Euclid bottom dump Eimco crawler tractor Ken- 
worth (Canadian Kenworth) end dump Bucyrus-Erie shovel 
dump Brockway flat bed truck with Reich drill Worthington 


compressor Lima shovel and Tourneau-Westinghouse dozer. 


Interchange USA Final base work 


? 


Specify Cummins for fuel 


4 
hi, 
uildi 
paving 


a 


custom designed suit local traffic conditions. 
may from $120,000 upwards $10 million—exclusive 
Modern machines and methods permit year 
nearly every area. 
Star ‘ardizing Cummins, contractors can reduce road- 
Cummins Diesels offer proven fuel economy— 
50¢ per operating hour over competitive diesels! 
feature that influences the over-all economy and long 
Diesel its dirt-proofing system. Air cleaners, 
and oil system provide the most efficient protec- 
the etfects dirt today's high horsepower engines. 


powered equipment action: 


(Clockwise from top left) Adams grader KW-Dart end dump 
lowa-Cedarapids rock crusher Joy compressor Cline dump 
Marion shovel Galion grader Huber-Warco grader Gradall 
(Duplex Div. Warner Swasey Co.) Manitowoc crane Cook Bros. 
redi-mix International (Emeryville) tractor Hough front end 
loader Oshkosh end dump White tractor with American hoist 
lowboy Wagner dozer Autocar tractor and lowboy and 
Thew Moto-Crane. 


¢ 


Paving and Finishing 


Interchange USA 


a> 
| 


| 
“it 


may 
Becau 
Nerchang 
than 
Cun 
inde 


arly 41,000 miles limited access highways will 
projected cost 39.5 billion dollars. Interchange 
proach exceed 25% the total cost the program. 
its potential volume and compact design, the 
has become sought-after project—one where stand- 
desirable. assist contractors standardizing, 
additional models have been added the growing 
powered equipment the last years. 
nore manufacturers utilize Cummins engines than any 
make diesel, ranging from the h.p. J-4 
rollers and shovels) the 600 h.p. VT-12 (used 


Ve 


powered equipment action: 


(Clockwise from top left) Hayes dump Pettibone-Haiss bucket 
loader Link Belt shovel Crane Carrier redi-mix Worthington 
paver Peterbilt dump Koehring paver Four Wheel Driver water 
wagon International dump (on bridge) Walter truck (under 
bridge) Hendrickson tractor with Cummins powered generator 
lowboy Cummins powered finisher Michigan Austin 


the interchange has 
highway system proven means 
providing safe and 
The diesel engine has 
become the power for 
and standardize 
Cummins Diesels your new 
equipment. Specify Cummins 
when repowering too. 
Specify Cummins when repowerin 
Cummins Engineered Repowering. old Cummins Service. Here the most unique 
equipment can made the job site, the Cummins organization the country today. More than 300 
shop, especially equipped for engine conversions. points are available throughout the United States and 
Cummins Fuel System. This simple system, exclusive Call them for repowering recommendation now. 
Cummins, foolproof. With it, maintenance costs are dras- 
tically reduced over any other system—gasoline diesel. 
Cummins Dirt Proofing System. The positive dirt protection 
Cummins power installed your used equipment. CUMMINS MORE 
Cummins Long Engine Life. Longer engine life with lower 
operating costs proven result Cummins engineering gives you the big plus 
research and full field testing. 
tic 
CUMMINS ENGINE COMPANY, INC., COLUMBUS, 
EXPORT CUMMINS DIESEL EXPORT CORPORATION COLUMBUS, INDIANA, CABLE: CUMDIEX 
OVERSEAS FACTORY CUMMINS ENGINE COMPANY LIMITED LANARKSHIRE, SCOTLAND CABLE: CUMSCOT SHOTTS TELE? 


Halt the Slump—and Avoid 
Another.” 


Our consultants are: 


Professor Economics and 
Head the Department 
Economics Northwestern 
University, Evanston, 
nois 


Leon Kendall, Economist 
for the U.S. Savings and 
Loan League, Chicago, 
nois 


John Langum, President 
Business Economics, Inc., 
Chicago 


George Mitchell, Vice 
President the Federal Re- 
serve Bank Chicago 


Beryl Sprinkel, Econo- 
mist for the Harris Trust and 
Savings Bank, Chicago 


Robert Turner, Professor 
Business Economics and 
Public Policy, Indiana Uni- 
versity, Bloomington, Indi- 
ana 


THE accounting 
data adjusted for price level 
changes one the major prob- 
lems accounting today, one af- 
the wide range people 
interested the American econ- 
and especially those de- 
pendent upon accounting data 
decision-making and evalua- 
For Horizons 
Henry Steele comments 
possible solutions this prob- 
This article condensa- 
the value adjusted accounting 
data and combines Dr. Steele’s 
areas interest: ac- 
statistics, and econom- 
these areas, first the Univer- 


sity Missouri and later In- 
diana. holds the A.B. and the 
M.A. from Missouri, and the 
Ph.D. Business and Economics 
from Indiana University. From 
1951 1953 Dr. Steele served 
Field Instructor for has 
recently returned that com- 
pany Systems Representa- 
tive. 


Roger White’s article the 
Glastic Corporation firsthand 
report successful manage- 
ment experiment the man 
chiefly responsible for its work- 
ing. Technical skill and entre- 
preneurial acuteness infre- 
quent combination, but, Mr. 
White’s career shows, potent 
one. After completing his degree 
worked with the Linde Air Prod- 
ucts Division Union Carbide 
Corporation, and then was gen- 
eral manager for welding firm 
Bedford, Ohio. Next 
handled technical development 
work the Manhattan Project 
for eight months and after that 
did organization analysis with 
New York management consult- 
ing firm. Finally, 1946, 
founded the Glastic Corporation, 
whose growth record (sales mul- 
quite respectable. Since, 
own words, “the reinforced plas- 
tics industry has grown very rap- 
idly from its inception about 
twelve years ago, and many 
its technical entrepreneurs are 
also the heads their respective 
jack all his business’s needs 
and master many. Mr. White 
has been active the promotion 
standard and general technical 
information with 
industry. 

Our readers may 
ested know that photographer 
Margaret Bourke-White Mr. 
sister. 


word, passing, about the 
Glastic Corporation. (Glastic 
glass-reinforced plastic insulat- 
ing material used the manu- 
facture motors, generators, 
power distribution accessories, 
and forth.) Laminated Plas- 
tics, Inc., Glastic’s predecessor, 
started basement operation 
1945. 1949, following the in- 
troduction Owens fiber- 
glass that could used and 
duction technique for molding 
the compound, the first major 
sales drive for Glastic products 
was initiated. Since then the 
company has attained annual 
sales level over million. 


Our READERS will recognize 
George Wilson, course, 
our “Book Notes” reviewer. 
also expert both transpor- 
tation and economics, which 
fields are happily combined 
his diagnosis the current rail- 
road situation. present 
Assistant Professor Transpor- 
tation Indiana University, and 
has long been interested value- 
of-service pricing transporta- 
tion. line with this, has 
served for several summers 
economist for the Board 
Transport Commissioners, Ot- 
tawa, Canada, and upon gradu- 
ating from Carleton University 
Ottawa 1940, won first 
prize Canada-wide essay 
contest Dr. 
Wilson comes Indiana from 
Middlebury College, where 
was assistant professor eco- 
ships both Cornell University, 
where received his Ph.D., and 
the University Kentucky, 
where received his M.A. 
Among his numerous articles are 
“Technological 
peared last May Current Eco- 
nomic Comment and the earlier 


BUSINESS HORIZONS FALL, 1958 


4 
i 
4 
3 
CAS 
(I, 
e 
ity 
q 
} 
StriDU 
Se 
giiay 
2 
SE 


Wu... 


ERRATUM NOTICE: the Introduction Professor Jean Halterman 


“Debate Pay tv” appearing the Summer issue 
Horizons, several changes occurred the editing process that may 


have caused distortion Dr. Halterman’s meaning. our belief 


that editing should confine itself language and style; any misinter- 
pretation Dr. Halterman’s meaning was completely accidental. 


The statement “Because these subscription systems would re- 


quire the use few existing channels for their broadcasts, their op- 


eration requires the approval the Federal Communications Com- 
mission, federal regulatory body administering the Communications 


Act” should have read: “Because these subscription systems would 


require the use existing television channels for their broadcasts, 


The following paragraph would have been the seventh para- 


graph the introduction, had space permitted: 


“Concurrent with these activities has been the testing 
entirely different kind subscription television 


which the picture signal transmitted subscribing homes 


cable rather than with broadcast signal. The first 
these wired systems began operations Bartlesville, Okla- 
homa, September last year, and proposals for similar sys- 


tems more than other cities have been announced dur- 
ing the past year. Only little the current controversy 
centers around the wired systems subscription television.” 


Our sincerest apologies Dr. Halterman for any embarrassment 


the changes may have caused him. 


“Effect Value Service Pric- 
ing Upon Motor Common Car- 
riers” for the Journal Political 
Economy. 


Peter Grace has every reason 
know the Latin American situ- 
ation well: From family that 
has been engaged 


years, served thorough ap- 


American 


prenticeship before assuming 
Company and has himself exer- 
cised strong 
leadership its head. Moreover, 
has actively championed the 
Latin American nations and 
present the Committee for 
National Trade Policy, has been 
decorated the governments 
Chile and Ecuador, and last May 


received the Colombian Order 
Boyaca for his efforts the de- 
velopment Latin American 
countries. 

Since became president 
the Grace Company 1945, 
has developed into one the 
leaders the U.S. chemical in- 
corporations, including Ingersoll- 
Rand Company and the First Na- 
tional City Bank New York; 
and trustee for various associa- 
tions. Active education, busi- 
ness, and public service, 
the Council the Yale Institute 
International Studies, Cardi- 
nal Spellman’s Committee the 
Laity, and the Mayor’s Business 
and Finance Committee New 


York. graduate Yale 1936, 
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has received honorary 
Law degrees from Fordham 
and Manhattan College. 

Incidentally, when 
Grace Company was honored 
Lord Taylor this year, 
“unofficial ambassador” coun. 
tries which trades, had 
distinguished 
among the four business firms 
ceiving the award; and Eleanor 
Roosevelt, Detlev Bronk, and 
Nelson Rockefeller 
six individuals. 


Rocco Carzo, Jr.’s interest the 
and 
ment field dates back his early 
graduate work. entered the 
D.B.A. program Indiana with 
duction management, having 
worked with the Baldwin-Lima- 
Hamilton Corporation. also 
served production trainee 
was greatly impressed 
with the problems inventory 
speech Gerhard Colm, and 
began intensive study the field 
both from the economic and the 


value 


management standpoints. 


eventually burgeoned into 
‘tensive Ford Foundation—sup- 
ported study inventory 
agement the home 
field. The material gleaned that 
survey the basis for this 


Because the results are impor 


tant individual firm manage- 
ment and the field 
study will the pioneer for 
whole series similar 
that will further explore and 
fine the area. 

Presently the 
Professor Management, 
Carzo has also taught 
University, the University 
Alaska, and the 
workers Institute. His 
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smart executives know the value good furniture... 


consistently turn HOOSIER DESK 
for the QUALITY and STYLE! 


From dollars-and-cents standpoint pays pur- 

chase good office furniture. Pays off better im- 

pressions pays off terms longer wear and 
increased satisfaction. Take, for example, the two 
stunning groupings pictured this page. Created 
give the ultimate style, convenience, and con- 
servation space they represent contemporary de- 


sign its very finest offer the quality craftsman- 


ship, beautiful woods, and pride workmanship that 


are characteristic all Hoosier Desks. Before you 


Wherever You Are Your Best Hoosier 


buy write for the complete Hoosier Catalog. 


THE 
be 
~ 


degree was from the Univer- 
sity Delaware, his master’s 
summa cum laude) from Baylor. 


from our Bloomington 
Assistant Editor Lois 
Headings, the versatile editor 
our “Book Notes” column. Mrs. 
Headings moving California, 
where her husband will As- 
sistant Professor Chico State 
College. She has contributed in- 
Business Horizons 
since its very inception. its 
early stages she helped select the 
name; she designed the cover and 
format for the pilot issues and the 
four regular issues. addi- 
tion, she has worked closely with 
all editorial phases. Her loyal and 
efforts are deeply ap- 
preciated, and they have contrib- 
uted small measure the 
wonderful early success this 
publication. are happy add 
hat “Book Notes” will continue 
editorship, 


from beyond the Rockies. 


Another member the edi- 
torial staff moving away. Eliza- 
Wolter, one our copy 
editors, going Flint, Michi- 
gan, where her husband will 
Lecturer Business Administra- 
tion the University Michi- 
gan, Flint College. have re- 
lied heavily upon and deeply ap- 
preciate Mrs. patient 
and expert handling 
manuscripts 
placed her charge. 


already seen that in- 
Horizons” 
this time with epoxy plas- 
and (Instructor) Albert 
Anuta, Jr. the Department 
Industrial Engineering Purdue 
have been doing re- 


search this resin-base ma- 
terial. 

Mr. Lascoe’s particular inter- 
est has been machine shop opera- 
Machine Shop Operations and 
Set-Ups and contributing au- 
ther Die Design Handbook 
and Production Handbook; and 
the Indiana State Gover- 
nors Committee Industrial 
Safety. charge the Machine 
Tool Laboratory Purdue, 
currently leader for research 
project plastic tooling; Mr. 
Anuta assisting him re- 
searcher. 


Now THAT are approaching 
our first anniversary seems ap- 
propriate take moment 
talk about the people who have 
subscribed Business 
during our first year. This 
subject that are always happy 
have someone bring up, be- 
cause Horizons goes 
readers every state the union 
and over foreign countries. 

exceptionally high percent- 
age our circulation among 
company presidents, board mem- 
bers, vice presidents, and other 
major executives. blue ribbon 
list American business leader- 
ship could compiled from our 
subscriber files. 

Lest appear snobbish, 
hasten add that are proud 
every one our subscribers 
and feel certain that many our 
young readers, not well known 
today, are headed for the top, 
and that many less-known read- 
ers are capable executives daily 
rendering important service. 

More than any other publica- 
tion know of, are respon- 
sive reader participation and 
have received many helpful com- 
ments and suggestions from our 
readers. Naturally, place high 
value the ideas well in- 
formed and perceptive group. 


which these subjects 
would REFRESHER COURSE 
profit Business? 


The famous Readings from FOR- 
TUNE Series are used universities 
and colleges all over the United States 
assigned texts because they bring 
together collections the top think- 
ing and best writing various fields 
business. Check the list below and 
select the titles that will help you 
solve problems, overcome competition, 
increase profit. the nominal price 
$1.95 each, you will want all four 
books. 


READINGS 


Economics 
FROM FORTUNE 


Edited RICHARD MULCAHY, University 
San Francisco. This book explains the as- 
tronomical rise consumer debt, need tax 
reform, mergers, currency convertibility, auto- 
mation, population, productivity, income distri- 
bution, capital-goods market, management prac- 
tices, the stock market, etc. articles, revised 
edition. Paper, $1.95. 


READINGS 


Personnel 
Management 


FROM FORTUNE 


Edited WILLIAM FOX, University 
Florida. Modern perspective planning, staff- 
ing, fallacies personality testing, training, 
motivation; individuality vs. conformity; com- 
munications, informal organization, human re- 
lations, executive development, women bosses, 
profitsharing and its pitfalls. articles. Charts 
and illustrations. Paper, $1.95. 


READINGS 


Finance 
FROM FORTUNE 


Edited FRED WESTON, University 
California, Los This book remedies 
the lack background business finance; 
covers: promotion and promoters, the fine art 
raising capital, financing growth, financing 
small and new firms, financial control, invest- 
ment banking and source funds, refunding, 
dividend policy, holding companies, mergers, re- 
organization, corporate control, ete. articles. 
Paper, $1.95. 


You may examine these 
books publisher's risk 


Simply Mail This Coupon 

HENRY HOLT AND COMPANY, INC. 

383 Madison Avenue, 17, 


Gentlemen: 


Enclosed check for 
Please send postpaid the 
Readings from FORTUNE 
am not entirely satisfied, | may return 
any all them within days and 
purchase price refunded prompt- 


ly, without question. 


-copies ECONOMICS $1.95 each 


copies PERSONNEL MANAGEMENT 
$1.95 each 
@ $1.95 each 


copies FINANCE 


Name 


Address 


City Zone State 


BUSINESS HORIZONS FALL, 1958 


ray 
| 
| 
x 
{ in 
ke 

7 

ae 

é 

7 

? 

Rents 

- 
: 


Still takes the truck take anywhere you say... 
big town, small town, out-of-the-way town 


takes the go-how modern 


motor carrier like 


Eastern Express, Inc.... 
your show the road 
and your shipment safely 
moved without delay. 
Shippers who use Eastern Express, Inc. are 
mighty happy about the way products move 
across the country destination. 
streamlined, modern communications system 
keeps shipments under positive control all 
times. And coordination traf- 
fic and operations helps cut costs. 
The motor carrier with more go-how! 
General Offices: 128 Cherry Street, Terre Haute, Indiana 
Connecting the Midwest with the Eastern Seaboard: Akron Baltimore Bridgeport Chicago Cincinnati Cleveland 
Dayton Evansville Fort Wayne Harrisburg Indianapolis Jersey City Metuchen Philadelphia Pittsburgh St. Louis Trenton 
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THE Crisis Human Relations 


JAMES COOPER 


business leaders today who 
recognize the human dimension, there 
misgiving—indeed disenchantment—with 
the progress human relations. And the 
question paramount their thinking is: “Are 
spending money just for frills?” many 
instances would difficult prove other- 
wise. 

Our disillusionment with human relations 
stems largely from the fact that its achieve- 
ments have not matched its promises. 
failure “produce” has occurred for two dif- 
ferent, but the same time related, reasons. 


First, human relations has suffered from 
scientific dogmatism that now largely dis- 


(New York: Harcourt, Brace Co., 1936). 


Where the Life have lost living? 

Where the wisdom have lost knowledge? 
Where the knowledge have lost information? 
The cycles Heaven twenty centuries 

Bring farther from God and nearer the Dust.' 


counted. While the industrial machine proved 
predictable, reliable, and efficient, 
discovered our dismay that man, the little 
master the machine, often unpredictable, 
uncooperative, and inefficient. short, man 
was discovered the unknown and unpre- 
dictable quantity our industrial empire! 
This posed immediate threat technologi- 
cal expansion and called for action 
entirely different direction. 


Since had reached advanced indus- 
trial position through use the scientific 
method, why not employ the same method 
adapt man the machine? Thus was human 
relations born—the reflex action highly in- 
dustrialized, impersonal civilization that had 
run into trouble. 
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Now, were correct concluding that 
had given too much attention tech- 
niques—forgetting man, the operator. were 
right our conclusion that man must catch 
up, somehow, with all this technical achieve- 
ment. Our mistake, though, came 
point applying man the same scientific 
dogmatism that had produced well the 
physical world. But “Science, when invested 
with authority over fact, both begs the ques- 
physically says Dr. Stanley 
Hopper, Dean the Graduate School 
Drew University. This say that science, 
until recently, has had authority over all 
values! The implications for human relations, 
indeed for all life, have been profound. 
Now, science can great deal for us, but 
cannot give values. can give natural 
knowledge but not human objectives. 


The scientific dogma inherent modern 
human relations has worked the presuppo- 
sition that science has equal authority over 
thing and man. Therefore, all need 
accommodate man our industrial empire 
discover the “magic and get 
predictable response Pavlov did from his 
dog. Such phrases “human 
and “scientific are still 
some consulting firms and placement bureaus 
America. 


The ludicrous degree which some com- 
panies have bowed scientific dogma test- 
ing applicants pertinent illustration 
how far have gone begging the question 
concerning man. William Whyte, Jr., 
his book The Organization Man ridicules such 
practices with biting sarcasm the chapter 
“How Cheat Personality Tests.” 


The crisis the new physics 
mined all this. Autonomous science can 
longer claim “the highest intellectual 
achievement the western mind.” longer 
does the hope that science will master life 
carry authority. The events history coming 
upon swift succession suggest paralyz- 


Hopper, The Crisis Faith (Nashville, 
Tenn.: Abingdon Press, 1944), 32. 


ing terms that science, instead being the 
key life, may end being its exterminator. 

The confidence, the hope, that came with 
discovery and industrial achievement, the 
utopian dreams those who saw nothing but 
endless advance man’s struggle with exist- 
ence, are now largely gone. Gone doubt 
because have seen the limitations 
point view that would substitute mech- 
anized passivity for the risks, anxieties, and 
perplexities living. Perhaps our dismay, 
have learned that life has lived 
after all. 

The evidence growing that are becom- 
ing aware these limitations science. 
earnestly hoped that human relations 
will become modern enough realize that 
the scientific dogma which much has 
rested not only passé, but not very scientific! 


The second reason for the failure human 
relations fulfill its promises that human 
relations has studied the relationship man 
man, but has completely 
study man himself. And the study 
man, mean his historical, cultural, and reli- 
gious significance the universe. talk 
about relations” between men without 
knowing what man is! the surface this 
would seem extremely naive, and would 
be, except that human relations has uncon- 
sciously assumed definition man which 
build. (It assumption, however, that 
underlies our whole civilization.) Quite un- 
critically, man has been assumed socio- 
logical animal. Human relations 
built this cornerstone—the psychological 
adjustment others and environment. 
ultimate questions are posed—man assumed 
creature the “here and now.” 


Thus, the sociological concept upon which 
human relations today built fragmen- 
tary view man and can have satisfactory 
permanent results. the contrary, posed 
complete view man, can bring noth- 
ing but further vexing man’s spirit—a 
feeling being constantly cheated 
birthright. For, robbed the creative satis- 
factions that enjoyed after the Renaissance 
and even into the nineteenth century, man 
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now, without faith, without creative satisfac- 
tions, largely motivated peripheral inter- 
ests—chiefly acquisitive and collectivist 
nature. 

Balanced ultimate loyalties, the ac- 
quisitive interest becomes insatiable. his 
life becomes perpetual search for higher 
wages and more material goods. Add this 
deep, unconscious bitterness against the 
machine and the impersonal industrial world 
that gives him only economic satisfaction, and 
one begins get picture the sickness 
contemporary man. 

Thirty-five years ago Albert Schweitzer 
said: 

“It clear now everyone that the suicide 

civilization progress. What yet remains 

longer safe. still standing, indeed, be- 

cause was not exposed the destructive pres- 

sures which overwhelmed the rest, but 
built upon rubble, and the next landslide will 
very likely carry 

is, course, trite say that everyone did 
not know that the suicide civilization was 
progress. Between World Wars and man 
still had great misgivings, imminent 
feeling fatal danger. But World War and 
the frightening prospect third—and global 
suicide—have completely unnerved us. 

Elton Trueblood has said that the shock and 
revelation the two world wars within our 
own memory have been profound the 
shock the Roman world 410 A.D. when 
the city Rome was sacked Alaric and his 
Goths. For real sense we, like Rome, had 
come believe our civilization was impreg- 
nable. 

“Rome was the Eternal City. She was the assur- 

ance order, and men had come believe, 

without argument, the dependability that 
order. But the shock invasion revealed men 
throughout the Mediterranean theater the inade- 
quacy that which they had depended with 
such implicit faith. The consequence was that 
they were forced question the entire civiliza- 

tion which they had 

Augustine’s City God great measure 
the probing the questions men’s minds 


Albert Schweitzer, The Decay and the Restoration 
Civilization (New York: The Macmillan Co., 1922), 

Elton Trueblood, The Predicament Modern 
Man (New York: Harper Brothers, 1944), pp. 1-2. 
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after the fall Rome. The fall Rome was 
seen not the cause the decay their 
culture, but rather symptom that decay. 
have had two world wars within our mem- 
ory. Paralleling Rome, they are not the cause 
the decay Western civilization. They are 
rather symptoms the sickness, and have re- 
vealed that the sickness further ad- 
vanced than had imagined. 

Such men Spengler, Berdyaev, Jaspers, 
Sorokin, Benda, and Hume have predicted the 
crisis that now face. These men lead 
believe that man, whom have known vari- 
ously god ruins” “an archangel lit- 
tle damaged,” tore himself free during the Ren- 
aissance from his religious center, which his 
life had been directed during the Middle Ages, 
and found new centers the “periphery his 
life.” 

Nicholas Berdyaev, the Russian philoso- 
pher, says: 


“There was within the Renaissance all that was 
needed for its own annihilation. freed the cre- 
ative forces man and gave his powers their 
highest expression art, and that, operated 
within the realm truth. But also separated 
him from the spiritual fountains life; denied 
the spiritual man, who cannot but creator, 
and affirmed [his] place the natural man alone, 
the slave necessity. This triumph the natural 
man over the spiritual man has led 


Man, therefore, stands today amid fright- 
ening emptiness—a bubble tossed the wave 
events! the bottom modern history lies 
“man’s break with the depths his own soul,” 
between life and its meaning. 

Stated another way: Before the Renais- 
sance, God was the center the universe; 
after the Renaissance, man became the center. 
contrast the concept man’s inherently 
“sinful nature” before God, the “natural good- 
ness” man and “indefinite progress” became 
the new faith. Thus was man released life 
“without fear and without repentance.” 

Yet, almost within our own lifetime, the nat- 
ural goodness man and indefinite progress 
have been drained meaning. The “concrete 


Nicholas Berdyaev, The End Our Time New York: 
Sheed Ward, 1933), 47. 
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logic events” has disabused these 
faiths. And the revolution physics has 
robbed our faith science. 

Since the security man once enjoyed 
responsible human being under God gone, 
the external world—including the corporation 
—has now largely assumed responsibility for 
whatever security may have. But there 
great difference the nature that security. 
Under God, security rested within man and 
gave permanent validity his hopes and as- 
pirations. Under the corporation, external 
and has only economic significance. “Fringe 
benefits” can never give him the kind se- 
curity that comes essentially by-product 
significant and meaningful life. 

his collectivist interest, “the modern 
says Professor James Collins, 


‘lost’ the crowd and ‘at loss’ without 
the crowd. finds uncomfortable stand out 
any unusual way, since issues are decided 
the basis what everybody thinks. Anonymity 
the saving virtue, numerical superiority the de- 
cisive consideration, and mass opinion the crite- 
rion truth. one cares act distinctive 
way, since such conduct would count for nothing 


this almost complete anonymity 
through collectivity that William Whyte, 
lashes out his book, The Organization Man. 
Mr. Whyte, though, would have modern in- 
dustrial man fight the organization. This, how- 
ever, what modern man cannot do. For 
implies that has more ultimate faith 
faith that individual has meaning 
and significance secured beyond time. And 
this exactly the faith does not have! 
what would amount revolt against the col- 
lectivism the corporation. first has be- 
lieve something that brings corporate ano- 
nymity into focus enemy his more 
ultimate hope individual. 

Thus, the major problem that our age faces 
spiritual nature. Until solve this prob- 
lem will have difficulty answering others, 


James Collins, The Existentialists (Chicago: Henry 
Regnery Co., 1952), 


for they will seen depend upon our solu- 
tion it. The crisis human relations today 
essentially part much larger problem—the 
crisis man himself. 

Now, would like suggest that man, while 
social, biological, and economic crea- 
ture, the same time great deal more. 
must, then, find definition that will him 
justice—one that will describe him, Norman 
Foerster suggests—not is, for this real- 
ism; not worse than is, for this naturalism; 
not wishes were, for this romanti- 
cism; but ought be, and “ought” used 
the sense his highest fulfillment 
human being. 

search for himself across the centuries 
has resulted many objective labels, none 
which describe satisfy him. has been la- 
beled economic, political, collective, rea- 
soning, and scientific. Yet none these ob- 
jective categories has 
Through succession partial investigations, 
which actually lead away from man, has 
been dehumanized, atomized into the ab- 
stract. the process has gained knowledge 
—but not himself. has gained skills, but 
not wisdom; has achieved incredible 
economic security, but has failed find inner 
security. 

However, there evidence that man, driven 
recent events history, last, desper- 
ation, ready search himself for his destiny. 
The Greek and Christian traditions have much 
say man this tortured and self- 
prosecuted mood. learn through these tra- 
ditions that life operates three levels—na- 
ture, man, God. Man this relationship rests 
midway between the lowest and the highest. 
Through his body, related the biologi- 
cal and physical level beneath him, and 
through his inner life (soul) related 
the highest level, the divine. Man thus 
placed the position determining how 
shall relate himself two levels—one below, 
one above. 

Now, the biological truth about man needs 
little delineation. The world instinct and de- 
sire have been well charted. Ironically, how- 
ever, when man begins account for himself 


terms the subhuman, tries explain 
himself terms that are less than human— 
this naturalism! From this point view 
stems the dehumanization man which has 
culminated our time. The atomization 
human life into objective particles has done 
little justice man and has served only 
lash him his own desperate effort find 
himself. 

When attempts live the human 
level, without any loyalty what above him, 
tends idolize himself. makes himself 
god, and proposes self-sufficient. 
this level apart from God, may attempt 
ethical, but his ethics are only rationally 
secured—he not deeply committed them. 

However, when interprets his life 
terms that which above him, the biologi- 
cal, the rational, the ethical are fused into 
organic whole, and the dissipated energies are 
brought into focus. With the bringing together 
body, mind, and soul, the whole being 
man, person, becomes one. longer does 
live like Whitmanian vegetable Spen- 
cerian rationalist—but creature search 
wisdom. And the movement from self- 
sufficiency faith the beginning wisdom. 

While this greatly oversimplified, does 
suggest rather sharply that man lives rela- 
tionship both lower and higher nature, and 
that exists universe purpose—where 
determines his own destiny free and per- 
sonal choice. 

Plato once defined man “two-legged 
featherless animal.” When one his students 
appeared before him little later with 
chicken,” Plato revised his definition. 
must look more closely man gain per- 
spective our present disillusionment. Only 
then can determine realistically what 
should properly expect. 

The implications this point view are 
significant—not only for individuals, but 
also for the whole area human relations. For 
individuals, suggests turning away 
from the deterministic, impersonal, atomistic 
point view that has eroded life. For 
human relations, suggests that must re- 
orientate ourselves more significant des- 
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tiny—not economic, social, corporate des- 
tiny—but human destiny! 

seriously consider this, then seems 
that should begin immediately and con- 
cretely translate this point view. 


Industry and business should give educa- 
tion America immediate encouragement 
educate rather than for serving the 
technical needs business. 


have learned sadly and perhaps too late 
that education America not what had 
thought be. The events history have 
way finally exposing the logical conse- 
quences our basic assumptions. But the 
hysterical rush get back more the dis- 
ciplines indicates that the “raw nerve sur- 
vival” has been exposed, and that are 
driven fear rather than wisdom. 

For many years education has progressively 
eddied into separate little pools, where little 
islands knowledge have been thrust up—and 
upon which indigenous creature known 
the specialist expert lives. has been justly 
own island. But unfortunately has com- 
munication with other islands. 
knowledge become segmented, unrelated, like 
the fragmented parts puzzle. 

Philosophy, which once served bring to- 
gether man’s separate attempts discover the 
unknown, has unfortunately become one 
the islands too. Religion, once the guide 
meaning and the hope man’s less esoteric 
needs, has lost its grip upon human loyalties. 
This complete breakdown world view has 
had shattering effect and has plunged man- 
kind into the depths despair. this regard, 
the only optimistic note the moment is, per- 
haps, growing and perceptibly widening in- 
terest existentialism. 

Practically, the basic assumption educa- 
tion now seems that useful helping 
people make living. And degree un- 
matched, has succeeded; but have not 
learned the same time what 
human. Not only has education failed give 
any guidance human values, but has 
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actually helped suck down into the “im- 
personal sediment the temporal order.” 

This was not true the education Socrates 
and Plato pleaded for. them, the purpose 
learning was gain wisdom. They acted 
self-appointed critics the sophistries 
men’s minds—cross-examining, ridiculing, har- 
assing. They were not ashamed say that the 
most distinguishing quality man his soul. 
have been busy with lesser things—where 
each man becomes expert, but where there 
common language goal. 

time that restored learning its 
proper sphere; where through study the 
past, the wisdom those who have preceded 
Through study the human tradition, “crit- 
icism life” should emerge that embraces the 
best that has been thought and done through 
the ages. 

business and industry generally were 
make known educators its need for men with 
“frame rather than men with 
packet technical skills might start re- 
birth learning America. This not de- 
ride techniques. the contrary, will have 
even greater need them! But plea that 
high school and college should first learn 
human—during the formative years—and 
then become technically skillful. any rate, 
cannot continue funnel into business and 
industry men whose only recommendation 
that they have had typing high school and 
business administration college. 


Chesterton always asked his prospec- 
tive landlady, “Madam, what your view 
the that she were right 
that she would right everything else. 
this qualitative approach that would 
useful business and industry helping 
establish the priority values over 
techniques. 


should speed our effort restore 
meaning work. 


the industrial revolution gained momen- 
tum, corresponding decline creativity de- 
veloped—until today the machine has largely 


erased what had known the crafts the 
satisfaction that comes with creating. 

imperative that now design man out 
the repetitive, meaningless, and debilitating 
operations. They can make contribution 
human satisfaction. the same time, must 
re-examine our criteria management the 
light the urgent necessity create oppor- 
tunities for individuals reach their highest 
fulfillment human beings. This will mean 
imaginative reappraisal goals and job struc- 
tures, reappraisal aimed toward giving man 
proper sphere within which achieve 
growth and satisfaction. 


must develop standards value 
human relations. 


Human relations needs nothing urgently 
today certain bracing its center— 
something, however, that will come about only 
the clear, steady application some per- 
manent standards. 

the point determining “needs” that 
such permanent standards would most use- 
ful. The superficial values inherent, for exam- 
ple, many executive development programs 
are questionable return the dollar, and one 
wonders whether they can have any lasting 
value. 

The same lack standards for determining 
may also observed “performance 
appraisal” programs. There enough evidence 
now indicate that there almost universal 
resistance among managers 
formance appraisals. Especially they dislike 
the appraisal interview. Their resistance, 
among other things, indicates real misgiving 
about the needs the individual. 

The determination and the application 
standards value then, become tasks major 
significance. was mentioned earlier, the 
focal point for determining such standards 
our definition man. The present working 
definition chiefly couched sociological and 
economic terms. this basis, human rela- 
low order—a bag techniques and skills, ma- 
nipulative character, and generally designed 


accommodate man the pace and rhythm 
mechanical perfection. 

indicated our earlier definition, man 
essentially dual nature. This can, perhaps, 
said better Emerson’s words: 


There are two laws discrete 

Not reconciled— 

Law for man, and law for thing; 
The last builds town and fleet, 
But runs wild, 

And doth the man unking. 


The recognition this paradox life repre- 
sents the beginning the emergence per- 
manent standards value—where man seen 
both nature and above nature; related 
both the level animal instinct and me- 
chanical law, and the higher level con- 
sciously directive purpose. Because this basic 
distinction has been blurred, human rela- 


Ralph Waldo Emerson, “Ode, Inscribed 
Channing,” The Works Ralph Waldo Emerson, (New 
York: Fireside Editions, 1909), 73. 
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tions has been dominated the now discred- 
ited postulates autonomous science. 

Any human relations endeavor must meet 
the test what Peter Drucker calls the “whole 
merely man who economic, so- 
cial, political, and biological; but who also 
purposive, rational, creative, spiritual. 
Thus can distinguish between ends and 
means, and, equally important, between 
proper ends and justifiable means. From this 
point view, man’s destiny the business 
and industrial life our world takes new 
significance. His needs, now determined 
our definition, indicate that have short- 
changed work the medium through which 
man can achieve his highest fulfillment 
human being. The emphasis must upon 
man, and the work must organized fit 
him. longer can attempt adapt man 
the machine—the machine must now 
adapted man. longer dare “uti- 
lize” men, level them down the “average 
work load.” Instead, must motivate them 
increasing, through higher demands, op- 
portunities for challenge and growth. 


only reed, the weakest found nature; but 
thinking reed. not necessary for the whole na- 


ture take arms crush him: puff smoke, drop 


water, enough kill him. But, even the universe 
should crush him, man would still more noble than that 
which destroys him, because knows that dies and 


realizes the advantage which the universe possesses over 


him. The universe knows nothing this. 


—Blaise Pascal 
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THE SOCIAL RESPONSIBILITY 


BUSINESS THE WORLD SCENE 


DANIEL SPENCER 


American business meet the challenge communism abroad, 


can longer afford wait until investment conditions appear. 


FORMIDABLE title this article sug- 


business reform certain predatory ways and 


gests moralistic preachments American 


proceed along paths international right- 
eousness. This, however, not intention. 
passing that hortatory appeals cut prices 
less opportunistic are probably about 
effective injunction tiger not eat 
meat. Nor the meant suggest that 
American business abroad providing 
should provide such social projects workers’ 
housing, clinics, welfare aid, recreation. 
Such concerns are valid and important subjects 
investigation, but the leverage the term 
“social used here different. 
examine 
the degree which there has been assump- 


tion social responsibility the aggregate 
the part American business for international 


economic growth, especially its initial phase, 
and indicate the pressing need for 
business concern this area. The threat the 
Communist model growth with its forced 
rate savings obtained the expense per- 
sonal freedom one our primary long-run 
concerns. the key institution American 
life, the institution business, manifesting the 
kind leadership required the face this 
impressive challenge? 


THE IMAGE INTERNATIONAL 
SOCIAL RESPONSIBILITY 
FOR BUSINESS 


Social responsibility for business any kind 
image not easily developed. From read- 
ing economic history, probably fair 
conclude that the Western ethic was from its 
inception somewhat asocial even antisocial. 


DARE 


The runaway serf who made the town was 
the forebear the successful burgher who 
found the Smithian philosophic heritage 
much his taste. the U.S. context, the 
American dream placed special value the 
boy who ran away from home and became suc- 
cessful. Automatic beneficent social results 
always flowed from such individualistic ac- 
ran the rationalization; di- 
rect assumption responsibility was simply 
not necessary for societal progress. 

true that with the growth large-scale 
enterprise and the transition from commercial 
industrial and financial capitalism the 
late nineteenth century, trend developed 
toward organizing and integrating large busi- 
ness. But the counterdevelopment the 
antitrust laws the U.S. reflects, the tacit ob- 
jectives were those monopolistic practices 
rather than any social action. Business 
learned work groups, but the purpose was 
extension the traditional ethic greater 
profits. 

recent years there has been much soul- 
searching about the social role business. 
Thus, recent pamphlet, Professor Theo- 
dore Kreps, economist distinguished for and 
from the days the Temporary National Eco- 
nomic Committee hearings, has called 
for more broad-visioned business statesman- 
sees it, freedom for free enterprise 
not enough. Potent forces technological 
change, gigantism, and scientific cultivation 
mass markets have changed the role the 
manager large enterprise, whose power to- 
day largely unchecked competition 
consumer sovereignty. Business leadership, 
Kreps sees it, does not consist merely creat- 
ing larger aggregates economic power and 
profit. The challenge fields social action 
which, unfortunately, the historic tradition 
business has been weak. Hence the dilemma 
and challenge American business. Will 
rise broader vision its role, or, like the 
Manchu mandarins 


Theodore Kreps, Challenge Tomorrow (Stanford, 
Calif.: Stanford University Press, 1957). 
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China, retreat defensive rigidity estab- 
lished tradition out tune with the age? 


While this Toynbean phrasing response 
challenge for business may considered 
many contexts the domestic economy, the 
challenge appears even more insistent the 
international arena. Here too there are num- 
ber vital areas which the image social 
responsibility may applied. For one, the 
area commercial policy, protectionist 
business interests are allowed triumph over 
renewal the Reciprocal Trade Agreements 
the establishment Organization for 
Trade Cooperation, incalculable harm may 
done the free world economy. deal ade- 
quately with these topics and the social aspects 
other international problems would require 
book the size Howard Bowen’s study 
social responsibility business the domes- 
tic 

The image international social responsi- 
bility singled out the main concern here 
the assumption responsibility for long-run 
financing foreign economic growth. This, 
its initial phase, means vigorous support for 
the foreign economic aid program. The com- 
munist model growth has great appeal for 
countries with less than $100 per capita in- 
come—despite its inherent curtailment free- 
dom and perhaps even depression the level 
consumption. true that the high rate 
savings under the communist 
achieved cost that area the free world 
could tolerate. Yet axiomatic for econo- 
mists that growth can achieved only 
through accumulations made available for in- 
vestment. domestic accumulations under 
noncommunist regimes inadequate, the al- 
ternative make available savings from the 
mature countries the West, particularly the 
United States. 

broad-visioned approach for business 
the international field requires positive sys- 
tem for cooperating foreign long-term eco- 
nomic growth, the initial phase which 


Howard Bowen, Social Responsibilities the Business- 
man (New York: Harper Brothers, 1953). 
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support for the foreign economic aid program. 
While there assurance that such action 
will gain for the kind integrated inter- 
national economy sketched Myrdal, the pri- 
vate enterprise system almost certain lose 
not extending aid. Social responsibility here 
means not only concern for foreign growth 
democratic means but also responsibility for 
the continuation the private enterprise sys- 
tem itself over any significant portion the 
earth’s surface. the short run, failure ex- 
tend aid has meant and will mean acceptance 
Russian assistance the leadership 
countries trying telescope development 
evolution that took the West hundreds 
years. the long run, number astute 
observers have candidly pointed out, failure 
fill the gap with positive long-run program 
will result tragedy apocalyptic propor- 
tions for the West and its ideals.* 


centering the discussion the role for 
business meeting the challenge, must 
course recognized that there are forces 
American life other than business. Yet business 
the key institution our Western society; 
what industrialists, merchants, and financiers 
adopt policy resolutions their chambers 
commerce from New York Peoria 
cially Peoria) will influence the American 
public and congressional decisions nothing 
else will. For American business, the image 
social responsibility for the international 
growth problem more than challenge 
tomorrow. The challenge right now, 
borrow pungent phrase: “Business 
bat.” The issue sustained long-term aid 
program again before Congress. Will the 
leadership the central institution 
take responsibility for positive assistance 


For spelling-out the apocalypse, see Barbara Ward, 
“The Great Challenge Not the Sputniks,” New York 
Magazine, February 23, 1958, pp. 15, 70-71. See 
also Vera Dean, The Nature the Non-Western World 
(Mentor Books; New York: New American Library 
World Literature, Inc., 1957); Sydney Lens, World 
Revolution (New York: Frederick Praeger, Inc., 1956); 
Barbara Ward, The Interplay East and West (New 
York: Norton Company, Inc., 1957). 


program capable meeting the long-term 
economic growth needs, and will there some 
active campaigning its interest? 


THE BOLD NEW AID PROGRAM 


Last year, spurred the recognition that 
military programs were becoming hollow and 
that opposition the foreign aid program was 
mounting, considerable effort was made 
re-examine the foundations both military 
and economic aid. this end, special com- 
mittee study the foreign aid program was 
established the Senate under the chairman- 
ship Senator Theodore Green. The studies 
submitted and the hearings before this com- 
mittee provide instructive record the de- 
gree which American business leadership 
has accepted the social responsibility meet- 
ing the challenge the economic growth 

the Green Committee hearings, certain 
scholarly studies set the tone social concern. 
Thus the study prepared for the Committee 
Professors Millikan and Rostow, economists 
from the Center for International Studies 
recommended clear-cut shift em- 
phasis the establishment long-range 
program positive action the problem 
economic growth. Another report prepared 
the Research Center the University Chi- 
under the direction Professor Hoselitz 


The Foreign Aid Program, Hearings before the Special 
Committee Study the Foreign Aid Program, Pursuant 
Res. 285, 84th Cong., and Res. 35, 85th Cong.; U.S. 
Senate, 85th Cong., Ist sess. (Washington: U.S. 
Printing Office, 1957). Hereafter referred Hearings. 

The Center for International Studies, Massachusetts 
Institute Technology, “The Objectives United States 
Economic Assistance Programs,” Study No. Foreign Aid 
Program: Compilation Studies and Surveys. Prepared 
under the direction the Special Committee Study the 
Foreign Aid Program, Pursuant Res. 285, 84th Cong., 
and Res. and 141, 85th Cong.; 85th Cong., Ist sess., 
Doc. (Washington: U.S. Printing Office, 1957 
1-71. 

The Research Center Economic Development and 
Cultural Change the University Chicago, “The Role 
Foreign Aid the Development Other Countries,” 
Study No. Foreign Aid Program: Compilation Studies 
and Surveys, pp. 149-98. 


stressed the need long-run capital pro- 
gram from foreign sources, which must “fall 
roughly line with development plans” 
abroad. both reports there was clear im- 
plication that the leadership the uncom- 
mitted, underdeveloped countries 
pared adopt the coercive totalitarian model 
development way out need be. 

These scholarly analyses were buttressed 
turn testimony from more worldly sources. 
The International Development Advisory 
Board under the chairmanship Eric 
Johnston, submitted report entitled 
New Emphasis Economic Development 
Abroad,” which faced the issue external 
sources funds squarely: 

“To achieve satisfactory rate development, 
the underdeveloped countries require more capi- 
tal than they have been able raise externally 
than they can raise locally through normal proc- 
esses. Their current rate new investment 
barely large enough maintain the existing 
standard living the population rises. Very 
low personal incomes leave room for substan- 
tial increase the rate investment through 
additional personal savings government ex- 

The concluded that the United States 
must assist, and that the time had come 
stand and counted concerned. This 
concern could best implemented through 
the establishment long-term development 
fund provide capital and technical assist- 
ance influence the going socioeconomic rev- 
olution manner conducive peace and 
compatible with free institutions. The fund 
should given appropriations longer 
basis than the usual year, operate through 
loans and grants, and participate joint 
mixed financing with private interests and fi- 
nancial institutions such the World Bank. 

Other support for what came called 
the “bold new aid program” came from mis- 
sions dispatched various parts the world, 
such the Hanna Mission the Far East and 
the Jones Mission South Asia. Also promi- 
nent individuals came forward express out- 
right support—such Senator Javits, whose 


Hearings, 284. 
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brother had proposed early 1950 World 
Development Corporation. Senator Javits 
stated bluntly that “foreign economic assist- 
ance the underdeveloped countries grossly 
inadequate meet the communist chal- 
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the basis these scholarly plans and the 
support progressive persons, the Adminis- 
tration came forward with its “bold new aid 
1957, calling for shift empha- 
sis long-term economic aid concretized 
long-run development fund with billion 
capitalization running over three years and 
with advance authorization for the funds. The 
initial financing was $500 million, with 
$750 million obtained during the second 
and third 

What happened fairly well known. the 
face mounting opposition, the Administra- 
tion’s original total request $3.865 billion 
was cut Congress $3.435 billion when 
final passage came. The sanguine hopes for 
more comprehensive response the growth 
challenge were virtually lost Congress sim- 
ply appropriated $300 million for the Devel- 
opment Loan Fund. The only concession 
the long-run concept was authorization 
$625 million more, but, the past, appro- 
priation would depend the next Congress. 
Thus the over-all billion figure for three 
years, which itself was big reduction from 
the $10-billion-for-10-years figure wrenched 
from reluctant Rostow the Green Commit- 
tee Hearings, was cut less than billion, 
and the initial financing was cut from $500 
$300 million. This year, the Administration’s 


request was $3.950 billion. However, several 


months before voting the bill, Congress 
passed authorization bill setting limit 
$3.676 billion for foreign aid. When passage 
finally came, the President’s original request 
had been cut $652 million. 


Hearings, 336. 

President’s Message Congress the Mutual 
Security Program,” The Mutual Security Program, Fiscal 
Year 1958: Summary Presentation. Presented Depart- 
ment State, Department Defense, and Internal Co- 
operation Administration (Washington: U.S. Print- 
ing Office, 1957), Part 9-10. 
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THE RECORD BUSINESS 
LEADERSHIP THE 
GROWTH CHALLENGE 


Why did this fundamental concept long- 
term aid, conceived minimum first step 
meet the growth challenge, receive little 
support? look the record American 
business leadership during this period in- 
structive. First the authoritative Committee 
for Economic Development brought 
out its study that endorsed, with some reser- 
vations, the new look the Green Committee 
This study represented the views 
the Research and Policy Committee the 
CED, committee trustees drawn chiefly 
from the highest echelons business. the 
members, were connected directly with 
business firms, and were either chairmen 
boards executive committees, presidents 
executive vice presidents their firms. 
Many important businesses were represented, 
including such major manufacturers Gen- 
eral Motors, General Electric, and Lever 
Brothers. Their conclusion: that U.S. aid 
should put “an improved, enlarged, and 
long-term basis.” order the magnitude 
billion over five years addition present 
programs was called for and special long- 
term fund was recommended administer 
the aid. 

the negative side, two members entered 
refusal along with the rather sweeping 
assumptions this report that such aid should 
extended. Also the negative side was 
manifest reluctance participate 
agencies (presumably though was 
stated that limited portion our economic 
development resources might channeled 
through world agency, provided that ac- 
ceptable arrangements could made for re- 
lating voting rights this agency the capi- 
tal contributions participating countries. 
spite these reservations, the pro- 
posals indicate virtually full assumption so- 
cial responsibility for Western participation 


Economic Development Assistance (New York: Com- 
mittee for Economic Development, 1957). 


economic growth abroad, with immediate 
implementation through foreign aid. 

Next may look the Fairless Commit- 
tee, known more exactly the “President’s 
Citizen’s Advisors the Mutual Security Pro- 
Indicating general approval for the 
aid program, this Committee recommended 
that the program continued “so long pres- 
ent critical world tension persists.” Long- 
range aid was interpreted two-year ap- 
provals, but assurance should given our 
intention continue over period years. 
However, increase over the current level 
was foreseen deemed desirable. This cur- 
rent level was ballooned questionable 
billion including expenditures abroad 
our military and civilian agencies. Priority 
should given those countries our secur- 
ity system revival aid should 
not channeled through international organ- 
izations, and definitely should recede from the 
present level: 


feel that, No. have got halt our 
over-all expenditures abroad. think have 
reached ceiling here, and and on, 
higher and higher, would jeopardizing our 
economy home and think that dangerous. 

“Therefore, are recommending that this 
the 


But when asked Senator Fulbright what 
would happen not participate the 
development these countries, Mr. Fairless 
replied: think they will definitely com- 
munistic. They would have other way 

Here industrialist great standing, 
whose views have enormous infiuence with the 
country and with Congress, shows under- 
standing the problem the United States con- 
fronts. Yet unable think longer terms 
than two years, unwilling increase aid, 
and his Committee creates false impression 
the magnitude our present aid program 
using dubious $8-billion figure. 


Hearings, pp. 345-82. 
Hearings, pp. 357-58. 
Hearings, 380. 


The negative note implicit the forward 
position the cep and the Fairless reports was 
made explicit the record other business 
leadership. Thus early the year, now, the 
National Association Manufacturers and the 
Chamber Commerce proclaimed the need 
for large cuts the aid program, the former 
advocating almost per cent 
Clement Johnston, Chairman the Board 
the U.S. Chamber Commerce, and head 
Survey Mission Southeast Asia, called 
for reduction dollar aid Southeast Asia 
least half during the next two 


Johnston came this conclusion because 
thought the U.S. program was killing local in- 
centive. cited road construction the 
United States encouragement the re- 
cipient country sit back and “see how far 
and how many roads the going 
build.” Yet had sensed imminent change 
taking place Southeast Asia from his trip 
through that area; and recognized the iden- 
tification colonialism with capitalism there 
and the rising demand for action improving 
conditions. felt, however, that education 
over long period was the main solution; 
under questioning went along with long- 
term development corporation. Like the 
would take “junior securities” with private 
enterprise. general, rested his case 
tapering-off government aid and develop- 
ment private investment substitute. 
This private movement would come about 
these countries learned appreciate capital- 
ism and stand their own feet. But ac- 
knowledged that generation must pass be- 
fore they could understand American private 
enterprise. 

This withdrawal position leaving 
the other country develop the conditions 
suitable for business investment was carried 
even further the views the American En- 
terprise Association Washington, D.C., 
which also did study for the Green Commit- 


Facts File 1957 (New York: Facts File, Inc.), 
90; also “AFL-CIO Terms Foreign Aid Cut Height 
Folly,” St. Louis Post-Dispatch, April 1958, 20A. 

Hearings, 191. 
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While maintaining that its position was 
not doctrinaire and while acknowledging 
role for public capital and technical assistance, 
moved for immediate rollback foreign 
aid and substitution private enterprise 
even social overhead capital projects. When 
asked Chairman Green whether private 
venture capital was sufficiently bold and fast- 
moving keep pace with the rise national 
consciousness and the revolutionary demands 
underdeveloped areas for economic and so- 
cial improvement, Dr. Campbell replied: 


think that has been the whole experience 
with private capital throughout the world. When- 
ever there has been climate conducive pri- 
vate investment, there are plenty private enter- 
prisers who are willing take long risk and 
and develop country. 

believe that program large-scale aid 
rather than having the outcome genuinely 
helping these countries develop much more 
likely expand the sphere Government enter- 
prise, and result, end considerable frus- 
tration the private sector the economy, in- 
cluding both domestic investment and foreign 


The thought that the aid program was actu- 
ally harming the country was carried still 
further Professor Milton Friedman the 
University Chicago, who served consult- 
ant Dr. Campbell’s report. testified that 
there was effective way developing free 
economy except private investment and 
that those countries where private enter- 
prise was not secure, was “very dubious 
much can accomplished value for eco- 
nomic development any event.” When 
pressed what policy should followed 
countries refused accept our aid not de- 
veloping favorable climate for private invest- 
ment, Dr. Friedman said: 

feel that from the economic point view, 


that there point throwing funds down 
drain, and that from the economic point view, 


The American Enterprise Association, Inc., “American 
Private Enterprise, Foreign Economic Development, and 
the Aid Programs,” Study No. Foreign Aid Program: 
Compilation Studies and Surveys, pp. 539-618. 

Hearings, 124. 
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cannot help, cannot anything about 
country that not willing itself make efforts 
improve its own conditions and establish cli- 


PRIVATE INVESTMENT, 
NEW CONDITIONS, 
AND CHANGING VALUES 


Does this record indicate the assumption 
responsibility for international economic 
growth? There are two nodal positions the 
spectrum. The cep the forward position, 
but restrained compared the scholarly 
proponents who developed the “New Look” 
image. Thus the interpretation “long-term” 
$10 billion for ten years Inter- 
national Center the Hearings becomes 
billion for five years with the cep. With the 
Fairless Committee, “long-term” means two 
years. Those representing the opposite node 
say that aid should cut, and, according 
the extreme position, should abolished, 
because cannot help government unwill- 
ing establish the climate favorable for 
growth through private investment. 


Private Investment: Two Views 


This the rock-bottom position business 
that private enterprise would the job. 
accordance with its ancient ethic, social bene- 
fits would flow automatically only recipient 
countries would set the right conditions. 
terms this paper, means that social respon- 
sibility for growth lies with the leadership 
the developing countries. their responsi- 
bility set the proper conditions for growth— 
private style. Otherwise there can 
growth and should wash our hands these 


should not play except its own terms, and 


irresponsible business 
responsibility for foreign growth shrugged 
off. This the classic position business, 
which appears explicitly, for example, early 
1949 the International Chamber Com- 
International Code Fair Treatment 


Hearings, 131. 


for Foreign This required that 
governments underdeveloped areas pledge 
themselves numerous items that were “fair 
and nondiscriminatory.” But aside from de- 
fense, the code mentioned nothing what 
fair the recipient country. 


Against this position, the newly independ- 
ent countries are equally intransigent. the 
political side, joining arrangements like 
the Baghdad Pact may seem Americans 
reasonable requirement for aid secure po- 
litical stability and security. But the eyes 
leaders abroad, such affiliations represent the 
reintroduction colonialism. the eco- 
nomic front, the fear foreign economic pene- 
tration equally real; for the political alli- 
ance was followed occupation, the trader 
was followed the soldier. Perhaps even 
more fundamental the association private 
investment with race-conscious colonialism. 
system under which native faces were al- 
lowed the country club except servants 
type discrimination more bitter than 
economic discrimination and too recent 
memory. Indeed some this treatment still 
survives the conduct our own military 
Such rankling treatment, 
added the conventional economic difficul- 
ties dollar shortages and the balance pay- 
ments troubles developing economy, has 
resulted the difficulties subsumed 
thinking under the title “Obstacles For- 
eign These difficulties, true, 
often flow from the propensity plan national 
economies. But perhaps shouting develop- 
ing nations not plan not the complete 
answer. 


Clearly bloc versus bloc situation has 
arisen, with American business calling for its 
proper climate one side, and the bureau- 
crats the new nationalist states demanding 
and the implementation national 


International Code Fair Treatment Foreign In- 
vestments Brochure 129; Paris: International Chamber 
Commerce, 1949). This Code was approved the Quebec 
Congress the International Chamber Commerce 
June, 1949. 


planning the This bloc versus 
management relations the domestic field. 
Indeed, kind international countervailing 
power concept might developed here. How- 
ever, the incapacity understand each other 
has resulted log jam which private in- 
vestment has not flowed has flowed inade- 
quately. carry the analogy with the domes- 
tic scene further, like strike that never 
settled—with consequent loss production 
and income for all. 


For the U.S. and its business leadership, 
seems clear that the comforting model social 
beneficence automatically resulting from indi- 
vidual economic activity will not work the 
context non-Western economic growth. 
Complete laissez faire and absence govern- 
ment regulation and direction does not exist 
even this country. urge that the newly 
emergent nationalities non-Western coun- 
tries adapt themselves the ancient ethic 
Western business flying the face his- 
tory Whether like not, non-Western 
memories Western individualism include 
the destruction their handicraft economies, 
excessive profits from extractive industries, 
and loss self-government least extra- 
territoriality. Asian minds, Western enter- 
prise associated with disruption and exploi- 
tation. Furthermore, even domestic private 
enterprise has unenviable reputation. Un- 
like the proud Western traditions creative 
work and savings, private enterprise under- 
developed countries tends get-rich-quick 
commercial operations cornering markets, 
speculating inventories, and other asocial 
actions that can hardly arouse local admira- 
tion. With this heritage and with their anxiety 
for rapid change, these developing countries 
will set their own conditions and, consider- 
able measure, the responsibility West- 
ern business make some adaptation these 
new conditions. 


There has been much talk how develop- 
ing country must change achieve moderni- 


significant that Nehru placed respect the top 
his Five Principles. 
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zation. argued that industrialization not 
crate set down the dock for the non- 
Western country unbox and use. Rather 
whole change habits, social structure, and 
values required. This contention may re- 
versed. the Western system private enter- 
prise participate significantly the mas- 
sive process developing two-thirds the 
world and not let default the 
communist model, correspondingly impor- 
tant shift must take place the image busi- 
ness responsibility. The value system West- 
ern business must take new dimensions. 


The Long-Run Viewpoint 


Willingness support long-run economic aid 
the touchstone this change attitude. 
From this follows more mature and tolerant 
position economic planning, such 
found politically democratic, but socialist- 
minded, India. Thus significant response 
India’s loan request $1.4 billion bolster 
falling reserves and save the core already 
diminished second five-year plan vital 
make any pretense match the communist 
growth model. Moreover, Western business 
must get used participating with govern- 
ments abroad all sorts economic arrange- 
ments. High the agenda aid primary 
producers whose normal trade falls off the 
wake American business stagnation. has 
been estimated that primary producers lost 
$600-$700 million export income 1957, 
amount twice the economic aid figure the 
International commodity 
agreements would stabilize such economies 
considerable degree, but such agreements 
are presently regarded restriction free 
enterprise. These are some specific examples 
required actions, but the key need for 
shift business values the long-run 
emphasis. 


The long-run viewpoint apparently diffi- 
cult for American business society adopt. 
immediate threat such Pearl Harbor 


“The Great Challenge Not the Sputniks,” 70. 
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grasped once, but the significance long- 
term purposeful effort for something like 
planned growth evokes little response. 
only mildly disturbing suggest persons 
who live one-dimensional present that the 
destiny such short-run, unconcerned sys- 
tem may brackish backwater off the main 
current world development? Yet Western 
private business has much gain from con- 
certed positive participation the new mar- 
kets international growth that stressing 
long-term holistic approach appears almost re- 
dundant. Moreover case can built hu- 
manitarian grounds that even the Commu- 
nists never existed, the moral duty 
country with per cent the world’s income 
help, sustained basis, the less fortunate 
two-thirds mankind. From missionaries 
Marshall Plan, this country has had tradition 
sharing, and long-term economic growth 
program but step beyond the latter. 


true that there already has been re- 
vision time horizons many leading busi- 
nesses. the longer-run calculus, investments 
have been found quite satisfactory that 
the immediate period looked The 
the 
market” commitments have been found 
yield long-run results. Along these lines part- 
nership and minority participations places 
like socialist India are longer unusual. All 
these extensions are the good, but still fur- 
ther change the value system order. 
The specific forms that such extension 
should take can worked out time goes 
on. new government department least 
assistant secretary for international devel- 
opment, and increased channeling aid 
through the United Nations and/or private 
clearinghouse have been suggested. But 
this point what seems essential the adoption 
longer-term, more holistic horizon the 
international field. 


See, for example, the National Planning Association’s 
case studies business performance abroad. 


Changing Values Changing World 


The recasting business values toward re- 
sponsibility for long-term change may dis- 
tasteful for stiff-necked business leadership 
the old school, but not the first time that 
history has asked proud tradition modify 
its values. one example, the proud samurai 
military caste old Japan forced themselves 
acquire previously despised commercial and 
industrial capabilities. too, Western busi- 
ness leadership, take its place world 
change, must move toward new values more 
pertinent than the immediate, day-to-day in- 
dividualized gain values upon which its old 
ethic has been built. 


British businessmen have gone long way 
toward accepting the reality changed 
world and toward assuming the responsibility 
for economic growth other than traditional 
means. Thus they organized the Common- 
wealth Development Finance Corporation 
that, itself mixture public and private capi- 
tal, invests mixed participations for long- 
term growth either with private government 
partners abroad.** This British corporation, 
while small American standards, set the 
precedent for the International Finance Cor- 
poration, which specifically authorized 
participate the risk capital undertakings. 
also sparked and put money into the Indus- 
trial Credit and Investment Corporation 
India, many-sided participation which 
even some American investors have taken 
small Moreover, there still other 
American activity this kind—witness Rocke- 
Basic Economy Corporation Javits’ 
World Development Corporation, which Ja- 
vits and Keyserling have again brought for- 
ward. Senator proposal for creat- 
ing international development association 


Daniel Spencer, “Financing Commonwealth De- 
velopment Private Means,” Current Economic Com- 
ment (University Illinois), xvm (May, 1955), 46-52. 

Commonwealth Development Private 
Means,” 49. 


make long-term, low-interest loans should 
also noted. too should the resolution 
Senators Cooper and Kennedy calling for all 
support needed “to assist India complete 
successfully its current program for economic 


QUO VADIS 


The previously drawn image mature social 
responsibility being matched some busi- 
ness leadership. Will American business fol- 
low this lead sufficiently wider scale? Will 
the rear guard follow the vanguard, shoulder- 
ing direct world-wide responsibility for long- 


The “Monroney Plan,” has been termed, appeared 
“Anderson Cool World Bank,” New York Times, 
March 19, 1958, pp. the Cooper-Kennedy proposal 
appeared “New Aid India Urged Senate,” New 
York Times, March 26, 1958, pp. 
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term growth, private style, new revised 
edition, and abandon its ancient ethic auto- 
matic social beneficence? this asking the 
leopard change his spots? Neither the rec- 
ord defeat last year for what the first step; 
namely, the long-term aid concept, nor the 
rather drastic cuts made this year speak 
positively. The divided house business 
the Green Hearings, where even the forward 
side whittled down the duration “long- 
term’ also not encouraging. 

There are indications that lot money and 
time being spent the forward segment 
convince the rear guard. This was dramatized 
February when the national leaders both 
political parties went before Washington 
meeting 1,200 business and other leaders 
indicate rare unanimity the need for foreign 
aid. The record the last session Congress 
makes clear that the forward echelons have 
not yet won. 


humanity. The world indi- 
viduality, the world the Middle Ages, exhausted 
and consumed. The modern era the social world 


now the dawn its development; and genius pos- 
sessed the consciousness this coming world. 


—Joseph Mazzini 
GIOVINE ITALIA 
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MONEY NOT AUTOMATIC 


INTERNATIONAL CURE-ALL 


TAKE-OFF 


Financial aid not panacea for the spread communism underdeveloped countries. 
Certain must exist before successful industrialization can 


RITICISM the methods advocated 


its ends. heartily agreement with 


group often confused with opposition 


those who believe that countries with rising 
living standards are often less vulnerable 
communism than those which are not fa- 
vored. also believe that desirable, and 
not only for that reason, what can 
foster economic development. Nevertheless, 
when leave basic aims and come down 
methods, find myself becoming increasingly 
uneasy about some the schemes now being 
advocated. feel, fact, that are not 
careful, are likely fall into disastrous 
diplomatic booby trap. 

THE THEORY 
Perhaps the most actively pushed slogan the 
moment that “financing the take-off.” 
the risk caricature let state the analysis 
simply possible. assumed that our 
economic aid will translated into more 
less equivalent amount “investment” 
underdeveloped countries, and that this “in- 
will raise more 
less “automatically.” turn, the rise income 
will, after while and equally automatically, 


produce the necessary industrial leadership 
saving keep the process going its own 
momentum. That stage will reached, and 
economic growth will become “regular auto- 
matic Messrs. Millikan and Rostow 
write, after the take-off has been financed “for 
decade so.” 


“During this take-off, requirements for for- 
eign capital are maximum. Then, the 
process successful, the country’s own ris- 
ing income increasingly provides the new 
resources which can plowed back into 
investment stabilize growth regular 
feature the economy; and the fact regu- 
lar growth itself permits the 
country, once the take-off has occurred, 
acquire external capital from private 
other orthodox 


Thus, carrying the argument its climax, 
must offer great program financing take- 
offs one main anticommunist strategy—“We 
need offer the world something more than 


military power. 


'M. Millikan and Rostow, “Foreign Aid: 
Next Phase,” Foreign Affairs, 1958), 429. 


GROWTH NOT 


all seriousness, need offer the 
world something more than military power. 
But should the alternative general under- 
taking finance take-offs? Unfortunately the 
strategy suggested seems profoundly 
mistaken. begins, submit, the wrong 
place, and likely land very wrong 
destination. Why so? 

The basic weakness the whole idea the 
implied notion growth “automatic” 
mechanical process. Yet the whole nature 
the growth process being basically miscon- 
ceived, programs conducted under such mis- 
conceptions may well not succeed. Then the 
promised growth does not eventuate, will 
indeed find ourselves diplomatic impasse. 

Perhaps will just well sketch the 
fundamental nature such diplomatic im- 
passe before returning analysis the 
economic weakness the take-off idea itself. 
Suppose that the United States, with much 
beating drums, announces that it, con- 
junction with the government some “free” 
country, going finance take-off. will 
prove are not “colonialist” “imperialist” 
freely putting aid within the grasp 
friendly nation start its way toward 
modern civilization. Wonderful! 

But one the points involved being non- 
colonialist (in the minds the excolonized 
states themselves anyhow noninterference 
with the domestic policy another nation. 
But suppose, however, that the receiving gov- 
ernment mismanages the investment our aid 
has financed and the investment not very 
productive. suppose that the government 
does its best but that the people are just not 
sociologically ready with the attitudes and pre- 
conditions needed for social growth. What 
happens then? 

the government mismanaging our aid 
and intervene, then are colonialist im- 
perialists. not intervene, the program 
fails, popular expectations are disappointed, 
and the communist can drum admiration 
for the “superior efficiency” communism. 
The same true the people are not yet 
cially prepared. Indeed not even need 
think “failure.” The program, economic 


TAKE OFF WHERE? 


terms, may doing very well, even excel- 
lently. But the populace has been allowed 
form extravagant expectations, they may still 
thoroughly dissatisfied and easy prey for 
communist propaganda. 

Should not rather begin with 
statement the magnitude the problem, 
education the often unpleasant re- 
quirements for economic growth? Education 
does not commit any responsibility our 
advice not taken. Perhaps good way 
show some the points that need put 
over discuss the weaknesses the “take- 
and “automatic industrialization” delu- 
sions. 


THE PROBLEMS CHANGE 


Economic growth, whether under capitalism, 
change and causes change. For purely tech- 
nical engineering reasons, necessary 
keep redesigning methods the scale out- 
put rises. the other hand, one the few 
indisputable economic facts that country’s 
people get better off, the pattern their wants 
will change—and often unpredictably. the 
extent that the government trying con- 
form its output consumer tastes (and even 
the most arbitrary government will find ad- 
visable make some efforts that direction 
will confront shifting desires. Furthermore, 
have indicated, experience has proved that 
both the shifts technical requirements and 
consumer wants are often unpredictable. 
Unpredictable not, however, the impor- 
tant point that continual total growth means 
continual rearrangement the parts making 
the whole. New materials and new skills 
come into demand; old ones drop out. Now 
even the most equalitarian planned social- 
ism, great social dislocation can result from this 
process. For men are not motivated money 
alone. There also love geographical areas, 
power, friends, skills, habitual asso- 
ciations. The problem develop institutions 
social community and relative economic 
security that not tie the individual down 
given skill, town, tribal unit. Although 
take such institutions for granted the United 
States, they are vital factor our culture. 
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HORIZONS 


our country, man who being moved from 
one town another will likely already 
have belonged church, various fraternal 
organizations, and have social security 
claims. His children may belong the boy 
scouts and school activity groups—and on. 
When moves from one town another, 
takes with him entree least some these 
same groups. Contrast this with the situation 
which African tribesman must move from 
primitive community into industrial town! 

But best, common social institutions never 
completely make for social power losses 
those who are ambitious routine-minded. 
There will always resistance change, and 
energy and determination will needed 
overcome this resistance. 

But experience also shows that something 
more needed besides energy and determina- 
tion. That something incentive, whether the 
incentive bureaucratic title comfort- 
able profit. Some men most cultures, 
true, will some work for the love working. 
But will many men much work? Fur- 
thermore, many the economically back- 
ward nations today, the basic outlook life 
the “culture concept” tremendously slanted 
toward peaceful and quiet life, toward rou- 
tine and uninterrupted associations. 

Finally, even there ostensibly are enough 
incentives and enough energy, these may 
frustrated corrupt maladministration. 
predatory officials descend upon every man 
who seems doing rather well with 
trumped-up tax claims pure bribe demands, 
what incentive will have for doing more? 
And, again, government power and rewards 
go, they often (and not merely “back- 
ward” nations) the sycophant and the 
conformist, what incentive will constructive 
energy have? 


BEGIN WITH THE 
PRECONDITIONS 


have sketched here merely few the prob- 
lems that growing economy encounters. The 
main conclusion that emerges that growth 


never automatic process. translate the 
vague desires the underdeveloped nations 


into constructive action rather than into mere. 


envy, clear statement the conditions 
needed for social development essential. 
Understanding, however, will never come 
from gifts alone, particularly those gifts are 
accompanied breast-beating statements 
about “our” duty—statements that come very 
close supporting, albeit unconsciously, the 
Marxian doctrine exploitation and ad- 
mitting that the wealth the West taken 
from the underdeveloped nations. Gifts not 
make people love you the same people feel 
that the gifts represent nothing but small in- 
stalment what rightly due them. Nor are 
gifts such likely induce the requisite 
qualities energy and willingness bear 
change. When Elijah found that the ravens 
were feeding him, doubt that bothered 
scouting for berries. 


Thus billions finance the take-off can 


wasted impressive but largely futile 
projects graft 

fail induce sufficient energy sufficient 
willingness submit change 

produce temporary inflation, then leave 
country about where was before—but 
embittered 


The truth the matter that, even Pro- 
fessor Rostow admits, economic growth re- 
quires “massive set preconditions.” And 
admits, further, that where these precondi- 
tions have been lacking, great investment proj- 
ects and tremendous foreign capital have 
failed effect take-off. Thus, not sensible 
begin with the preconditions? And submit 
that the essence the whole problem that 
country more likely develop these precon- 
ditions when feels its own than when 

Indeed, what America has give the world 
not military power, but knowledge how 
developed and prospered. But before 
can give understanding others, must re- 
capture among ourselves. 


DONALD LESTER 


managing professional personnel 


SUCCESSFUL 
PLAN 


here 
five-step approach 
the problem 

motivating the 
professionals 


RECOGNIZED formula for management 
retain, motivate, and reward topnotch 
persons who contribute the success the 
business. Among other things this involves 
critical look both what man likely 
and also what has done: that is, assess- 
ment potential and assessment perform- 
ance. 

This deals with the latter, but not 
limited just getting decent return 
firm’s investment people. concerned 
with work five areas: 


Appraising performance results 

Paying for performance 

Communicating pay and performance 
Planning for improved performance 


Measuring managerial climate 


APPRAISING PERFORMANCE 
RESULTS 


Before results can appraised properly, the 
manager and employee one means an- 
other must arrive understanding job 
results. 

First they must define eight ten key result 
areas and agree how performance will mea- 
sured these areas. This point depar- 
ture. addition, create favorable climate 
for the personal development individuals 
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who aspire maximum growth and compe- 
tence their work, tough and challenging 
standards, manager skilled coaching and 
counseling, and responsive individual who 
has both the initiative and the desire change 
are necessary. 

Developing challenging standards for an- 
swering the question “When the job consid- 
ered well done?” task which the manager 
takes the lead but invites the close participa- 
tion the employee. The result should 
negotiated agreement that both feel tough 
but realistic basis for appraising results and 
that measurable. The accompanying illus- 
tration may further explain this technique. 

Employee participation also important 
when the results are being appraised against 
these standards. This where monthly accom- 
plishment reports prove helpful. They are the 
individual’s own summary what has 
done. Asking individual report his 
accomplishments during the previous month 
useful several ways. 


First, focuses his attention results. thinks 
about what getting paid do. indi- 
vidual becomes more critical and demanding 
himself, his judgment and insight into his per- 
formance tend improve. 


Next, the manager can use the monthly accom- 
plishment report the basis for informal re- 
view results obtained. this respect, can 
excellent coaching and counseling tool. 


Last, the accumulated reports provide useful evi- 
dence the formal yearly appraisal perform- 
ance. The comments supplementary raters also 
are useful. The accomplishment reports, supple- 
mentary ratings, and observations 
performance provide basis for appraising results. 


The product narrative summary per- 
formance that documents, through use crit- 
ical incidents and description performance, 
what has been done. this, the manager must 
apply value judgments what was done 
well and what less well. Also needed over- 
all summary that evaluates the impact the 
total contribution the business. This, plus 
review what the man needs make 
more valuable contribution, completes the ap- 
praisal package. 


PAYING FOR PERFORMANCE 


While important appraise results against 
demanding standards, equally important 
pay for results that meet these standards. 
Many may balk this, for necessitates ignor- 
ing stereotyped criteria like age and length 
service, position title, and eliminating fixed 
increase limits and other such arbitrary con- 
trols. 

Many managers who have for years been 
using maturity curves nurse people along 
are unable unwilling change philoso- 
phy that emphasizes paying people the ba- 
sis results. Paying for performance obviously 
requires more work, for each professional per- 
son must evaluated separately, and more 
judgment must exercised. 

Paying for risk required well. Responsi- 
bility must delegated, and work organized 
challenging positions. The individuals who 
fill these positions must placed there risk. 
Some will succeed; some will fail. But, since 
all are risk, they should paid for the risk 
they are expected assume. 

administer “pay for pro- 
gram, management must give each position 
range pay opportunity. 
place that range determined the value 
his contribution the success the busi- 
ness Secondary consideration may given 
such things the likelihood sustained per- 
formance the potential growth the indi- 
vidual, but the decision must based pri- 
marily results. 

The corollary paying for performance 
cannot overlooked. those who well 
must paid well, those who less well 
should compensated accordingly. Some 
the latter category may able make 
worth-while contribution lower-level posi- 
tions less money. Others may encouraged 
seek elsewhere for employment more suited 
their abilities and interests. 


COMMUNICATING 
PAY AND PERFORMANCE 


The problem nonperformers must faced 
also. Management must discuss pay and per- 
formance honest, candid way and work 
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with the individuals secure improved per- 
formance. 

the other hand, little advantage de- 
rived paying man well unless knows 
that well paid. This the key factor 
getting full value for salary dollars. More 
involved, though, than just gaining individ- 
acceptance and understanding that 
well paid for his contribution the success 
the business. 


Further, every man must: 


what the job is, how results are measured, and 
when the job considered well done 


Know job worth the business, and 
what the upper and lower possible limits 
compensation are 


Know and understand what parts his job his 
manager thinks does well, and those parts 
does less well 

Know and understand the relationship be- 
tween his current pay and his performance 

Know the things can his current job 
that will enable him make more valuable 
contribution the company 

aware possible advancement opportuni- 
ties, know what required move ahead, and 
also aware the range salary opportu- 
nity for such positions 

Know the salary policies and practices that af- 
fect him, and have least some insight into 
how jobs are evaluated, how increases are de- 
termined, who has the authority make salary 
decisions, and, general, how things get done 


Accept all these being fair and proper 


the category “desirable but not always 
are number things each man 
wants know. 

What the average per cent pay increase? 

What per cent employees receive increases? 

What the time interval between increases? 

How does his salary compare with that others 


comparable age and experience and out 
the company who the same kind work? 


How the salaries paid specialists compare 
those paid managers? 


Each manager and supervisor responsible 
for keeping his men informed about compen- 
sation and for gaining their understanding and 
acceptance with respect the above—admit- 
tedly tough job. 


PLANNING FOR IMPROVED 
PERFORMANCE 


manager fails all his job treating 
professional personnel individuals, may 
expect them organize and pursue their 
grievances collectively. This why appraising 
performance, paying for results, and discussing 
pay and performance honestly are important 
steps giving professional employees neces- 
sary recognition, rewards, and satisfactions; 
they are also the first steps toward planning for 
improved performance, and thus increasing 
the present and future value the individual’s 
contribution. 

Thus, frankly, waste time plan for 
improved performance unless the manager has 
handled the preceding steps well. Experience 
has shown that real change 
performance generally results from his own in- 
itiative and desire change and that unless 
the individual demonstrates the willingness 
develop himself, the manager’s efforts stim- 
ulate and accelerate this process will prove 
fruitless. For this reason, the individual must 
participate fully the preceding steps that 
will gain the acceptance and understanding 
of, and confidence in, the appraisal process 
that essential starting point. 

also important that managers them- 
selves develop their skills and understanding 
the role they are expected play, since in- 
dividual coaching managers one the 
major ways which development encour- 
aged. the responsibility every manager 
coach frequently and often necessary, 
concerning himself not only with on-the-job 
performance, but with the whole area pro- 
fessional development. This coaching deli- 
cate, individualistic process that cannot for- 
malized into set patterns schedules and, 
effective, must conscious, continuous 
process. cannot reduced routine. The 
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formal annual performance discussion can pro- 
vide solid base for effective day-to-day 
coaching the form suggestions, criticisms, 
compliments, and other assistance the psy- 
chologically right moments. 

The aim counseling focus the individ- 
ual’s attention areas for improvement, 
that may make more valuable contribu- 
tion the company and prosper accordingly. 
This can done means performance- 
improvement plan. Following the formal ap- 
praisal interview, the individual should decide 
upon four five things his performance 
that most need improvement. Working with 
his manager, can better define these things; 
and together they can consider possible 
courses remedial action. 

While the emphasis performance the 
current position, some effort should direct- 
toward identifying and planning for im- 
provement both the things that may hinder 
the individual’s future growth and those that 
will contribute his future growth. Specific 
action may called for widen the indi- 
vidual’s subject matter knowledge, increase 
either the depth the breadth his experi- 
ence, stimulate greater professional recogni- 
tion, improve environmental factors, work 
such personal characteristics are sus- 
ceptible change. 

Finally, from time time the man and man- 
ager need review jointly the progress made 
toward improving performance. 


MEASURING MANAGERIAL 
CLIMATE 


The fundamental thesis the approach de- 
scribed above that “pay for performance” 
philosophy will increase the return firm’s 
investment people. The degree which the 
business prospers one measure the effec- 
tiveness such approach. Many specific 
measures productivity, profitability, tech- 
nological leadership, and market position are 
available, and the final analysis are the de- 
ciding measures. Worth considering well 
the managerial climate prevailing the or- 
ganization. healthy managerial climate 
necessary factor the man-manager relation- 
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ships upon which the day-to-day coaching and 
counseling contacts are based. recent years 
the sophistication the measures this area 
has been considerably increased. 

Measures the attitudes and opinions 
the professional personnel are important in- 
dexes managerial performance. These meas- 
ures also serve identify the things that 
influence the ability and willingness individ- 
uals work. Managers may first work with 
professional personnel selecting those things 
that are most critical and deciding what 
about them; and then after interval time 
measuring progress and identifying other 
areas that need work. 


CASE STUDY: GE’S FLIGHT 
PROPULSION LAB 


The opinion surveys professional personnel 
that were taken 1954, 1956, and 1958 the 
Flight Propulsion Laboratory Department 
the General Electric Company are examples 
such measurement. This respon- 
sibility devise new and improved concepts 
extraterrestrial propulsion. The professional 
personnel have varied number from roughly 
500 800; most them are well-qualified 
technically trained persons. 

Following each survey, action plans were 
formulated; during the intervening time per- 
sonnel were inforined frequently progress 
and difficulties. 

the following pages few the key re- 
sults the current survey are presented. The 
personnel management philosophy described 
herein emphasizes participation the indi- 
vidual, and success dependent upon gaining 
acceptance, understanding, and confidence 
professional personnel. The results are par- 
ticularly interested test the individual’s 
assessment of: 


The extent which informed about 
what expected him 


The degree which his measures ac- 
countability reflect what required him 
high job standards are 


The extent which praise and credit are 
given for good work 
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The extent which proper criticism 
given for poor work 

Whether not contributions and accom- 

plishments are recognized 


~l 


Whether not salary increases are given 

those who earn them 

How well paid 

How well informed about salary 
practices 

frank his last performance discussion 
was 

Where stands with his boss day-to- 
day basis 

plan 


The order which these items are covered 
roughly corresponds the sequence the 
steps listed this article. Where available, 
data for the prior year are given for com- 
parison. 

Are you adequately informed the require- 
ments your position and what expected 
The responses (almost per cent 
suggest that favorable situation gen- 
erally prevails. Additional questions, some 
which are not shown here, make clear that 
this result was accomplished spite of, rather 
than because of, the existence written posi- 
tion descriptions. For instance, the concluding 
portion the position description (see 53), 
referred “Measures Accountability,” 
includes some the key result areas the 
position that are intended serve the basis 
for appraising performance. 

The responses the following question indi- 
cate that the base not universally accurate. 
your measures accountability accurately 
reflect what required you? this about 
per cent said yes; approximately per cent 
said sometimes, and almost per cent said no. 
Since the measures accountability are vital 
factor the appraisal process, here im- 
portant opportunity for improvement both 
the mechanics and the results. 

check communication about perform- 
ance and pay series questions was asked. 
How high are the job standards set for you 
your current position? This question poorly 
worded, for the alternatives high, High, 
Somewhat low, Much too low, Don’t 


not provide for “average response.” Not- 
withstanding this, the fact that present 
per cent the professional persons the de- 
partment feel that standards are “Very high” 
and further per cent feel they are “High” 
satisfying, particularly since the correspond- 
ing results for 1956 are per cent and per 
cent respectively. 


effort measure the adequacy the 
appraisal process, two questions were asked 
determine views with respect recognition 
performance. you receive praise and credit 
when you very good job? The percentage 
most favorable responses (Always and Us- 
jumped from slightly over per cent 
1956 approximately per cent 1958. 
you receive proper criticism for job 
poorly done? Here the percentage most 
favorable responses, about per cent 1956, 
was well over per cent the most recent 
questionnaire. While some improvement re- 
flected, obvious that both more pats the 
back and more prods are needed. 


further measure the percep- 
tion the justice with which recognition and 
rewards are distributed: Are contributions and 
accomplishments made individuals given 
adequate recognition the Department? 
There was substantial jump here the num- 
ber employees who felt that adequate recog- 
nition was given all most cases. The favor- 
able responses hovered around per cent 
the two earlier surveys and rose almost 
per cent 1958. 

The responses this question correlate 
fairly well with the feelings about 
salary increases: Are salary increases given 
those who have earned them? Favorable re- 
sponses were given per cent the recent 
survey, compared with around per cent 
1954 and 1956. third question—“All all, 
how you feel about your inti- 
mately associated with the preceding two, and 
here the increase employees who felt they 
were well satisfactorily paid rose from 45-50 
per cent almost per cent. This reflects 
substantial improvement, the result consid- 
erable work. 


During the past year and half, great deal 


emphasis has been placed paying profes- 
sional people for the results they produce and 
letting them know they are well paid. This 
effort has been worth while, has the accom- 
panying communication effort inform indi- 
viduals fully about salary practices affecting 
them: How well informed are you about the 
present salary administration practices which 
affect you? Alternatives were Completely in- 
formed, Partly informed, Know little, Know 
The percentage employees elect- 
ing the first two went from almost 1956 
just over 1958. 

The three big things that the 1956 survey led 
managers work were: 


frankness and completeness 
formal performance appraisal discussions 


Letting individuals know where they stand 
informal way day-to-day basis 


Planning for improved performance 


The next questions point out what was accom- 
plished: During the discussion your last ap- 
praisal, did your supervisor tell you what 
thought your performance frank and 
complete manner? There had been per cent 
decline favorable responses 1956; the 
most recent survey the recovery was excellent 
—from per cent over per cent. 

Next, the poorly worded question directed 
toward day-by-day coaching and counseling: 
Does your Supervisor let you know “how you 
stand with him?” is, you know what 
thinks you and your Ap- 
proximately per cent felt they “always” 
“usually” knew, per cent gain over the 
1954 results. Both the above areas have im- 
proved. 

Equally important, however, are the opin- 
ions individuals toward their pérsonal im- 
provement plans. During the appraisal inter- 
view, did you arrive workable plan for 
improved performance your current position 
greater readiness for advancement? The 
results are encouraging. Over per cent 
1958 felt their plan was “adequate” (as com- 
pared with per cent 1956); and per 
cent said their plan was “very good” (as com- 
pared with the previous about per cent). 
Although gains were made these three crit- 
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ical areas, substantial opportunity for improve- 
ment remains, particularly the efforts plan 
for better performance. 


CONCLUSION 


the story. most such cases there 
lot work done. The work done and 
that not yet done are based the conviction 
that the way get fair return firm’s 
investment people to: 


Stimulate each manager and man formu- 
late jointly written description what the 
job is, how measured, and when 
considered well done 


Encourage the participation the individual 
the appraisal process through submission 
accomplishment reports and increase his 
perception his performance facilitating 
self-measurement results 


Appraise performance against demanding 
standards that cause individuals grow and 
contribute the success the business 


Motivate individuals make more valuable 
contribution the business paying for re- 
sults achieved that superior performance 
recognized superior fashion and un- 
satisfactory performance not tolerated 

Discuss pay and performance full and 
frank way that those who well are in- 
formed and receive corresponding recogni- 
tion, and those who less well are similarly 
informed they may understand what things 
need improvement 

Plan for improved performance that re- 
sponsive individual who willing and anx- 
ious improve may capitalize his assets 
and seek change those things which may 
hinder his future growth and development 

Periodically measure progress and conceive 
action plans remedy those things which 
adversely affect the ability and willingness 
individuals work 


The success approach such this 
dependent the fullest possible acceptance, 
understanding, and participation employees 
and managers and the managerial skill 
those who direct the course the business. 
the end should get more results for the sal- 
ary dollars spent contributing more ef- 
fective use the time and talents which the 
business employs. 
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CONSULTATION 


The nation, shaken economically and emotionally the 1957- 
recession, was reassured the economic indicators con- 
tinued their favorable movement during the summer months. 
But persistent question still required answer: modern 
economics making progress forging more effective weapons 
for combating further recessions? the late summer, BUSINESS 
Consultation editor called together five distinguished 
economists scrutinize developing techniques and suggest 
better ways timing policy actions. 


Are the old tools adequate for fighting recessions and damping booms? 


What new analytical techniques and data sources are needed? 


THE United States emerged from the third postwar 
slump business activity, knowledgeable observers 
could agree least one proposition: The last one bit 
deeper and caused more genuine concern than either the 
previous two. 


During the course the downturn, policy-makers re- 
ceived plenty advice, particularly from the fraternity 
economists. general, professional opinion was the side 
stronger measures than ever materialized; and began 
shake off our affliction, writers for the business press lost 
opportunity remark how wrong policy tax cuts and 
large deficits would have been. The facts remained, however, 
that, during the recent unpleasantness, physical output the 
economy dropped about one-sixth from peak trough and 
unemployment for the first time more than years could 
characterized severe. Moreover, even the most cheerful 
estimates recovery suggested that the economy would not 
producing anything like its great potential before some- 
time 1959. 


debate over whether not proper policy measures were 
taken the recession 1957-58 could easily prolonged 
until the problem boom and accompanying inflation came 
once again. Actually, more fruitful discussion centers 
question that looks the future: How can fight the 
next recession? sense, course, fighting the next reces- 
sion must begin now, with efforts contain the boom that 
likely accompany the recovery just starting. But help- 
ful the outset focus prescriptions for the next down- 
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HORIZONS 


WHAT KIND 
RESEARCH 
NEEDED? 


Heflebower 


Langum 


turn economic activity, reserving for later discussion the 
use measures calculated sustain activity high level. 


OUR CONSULTANTS began their discussion the as- 
sumption that are still deficient both analytical tech- 
niques and the availability data for our next bout with 
recession. this assumption, what direction should the re- 
search efforts university and business economists take? Are 
there particularly harmful gaps our data such areas 
inventory behavior, state and local government expenditures, 
intention surveys, lead series, response consumer purchases 
personal income changes, and on? 


Heflebower answered this way: 

“It seems that have swung too far our conception 
the problem economic fluctuations. has come looked 
upon strictly aggregative problem—with the result that 
direct our attention primarily changes such aggregates 
gross national product, total employment, consumer incomes, sav- 
ings rates, and on. suggest that ought back the old- 
fashioned business-cycle literature, which paid more attention 
the movement variables within particular industries. 

“In the current recession automobile production has been 
major source weakness and residential building surprising 
source strength. Both these changes are quite possibly 
structural maladjustments that give erroneous impression 
recession, part least, and are not reflective consumer de- 
mand, for example. Does not this suggest that, because 
culties transferring resources rapidly from one industry 
another, have had different problem—in the absence cumu- 
lative effects—than one general depression? ask, “Where 
are the find astonishingly high concentration 
the problem few industries.” 


Langum objected that past business cycles there has always 
been record major developments relatively few 
industries. 


“The typical boom invariably has been characterized rap- 
idly increasing activity certain key industries, and downturns 
have normally been concentrated the same way. The declines 
production and employment the durable goods industries 
the present recession have always been characteristic recessions. 
Actually, feel that have not been far off the mark our pre- 
occupation with the great aggregate quantities, and not sure 
that need new analytical techniques. More important recog- 
nition the fact that the appropriate time something about 
recession the preceding boom. sure, need take 
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action when there downturn—but need more reduce the 
excesses that lead recession. This involves understanding 
businessmen well economists that particular boom will 
not forever, that the period for relevant decision-making 
about recessions the booms that precede recessions. During 
the last boom businessmen became engrossed the prospects 
for 1975, and even the year 2000, that they pushed ahead too 
rapidly and forgot about the extremely important years even be- 
fore 1960. sure that need learn all can about ana- 
lytical techniques and data sources. But need most under- 
stand and identify the key points the business cycle. Specifically, 
how can identify boom? When capital formation the 
manufacture particular product distinctly above the trend 
that can sensibly say the rate unsustainable?” 


Heflebower concurred: 


“As much anything, think need know what time 
elapses between, say, effective monetary restraints and slowing 
the rate increase plant and equipment expenditures. Or, Heflebower 
put the problem another way, when business firm experiences 
drop sales, what time elapses between the drop and change 
plans for plant and equipment expenditures?” 
which Langum added: 
“It for this reason that must stress research the behav- 
ior business inventories. Inventory liquidation the recession 
just ended was, always, key component. But the swing this Langum 
time—in the neighborhood $12 billion annual-rate basis— 
has been particularly sharp and has accounted for something like 
two-thirds the drop We'd making great contribution 
economic stability could convince entrepreneurs that 
good times there almost invariably too much accumulation 
inventories.” 


this point Sprinkel commented: 

inclined think that are forced look primarily 
aggregates. should, feel strongly, spend time looking simi- 
larities between this and the immediately preceding cycle. Other- Sprinkel 
wise can never use precedent for guide. Moreover, research 
ought center when boom recession begins.” 
the crucial importance investigation inventory be- 
havior during recent swings business activity there was al- 
most complete agreement among the consultants. The em- FOR INVESTIGATION 
phasis that they placed the direction research should take 
varied considerably, however. 


SPECIFIC AREAS 


Sprinkel, for example, felt that the financing inventories 
commercial banks could stand good long look, since, 


| 
| 
t 
pi 
‘ 
4 
| 
| 
| 
ny 
| 
y 
+ 
F 
: 


Horizons 


Kendall 


advising against loan extensions appropriate times, com- 
mercial bankers can help control inventory accumulation. 
Kendall, the other hand, suggested examination 
structural change along with cyclical change inventories, 
observing that manufacturers have shown relatively great in- 
creases their receivables because they have been financing 
inventories that formerly were carried lower levels—by 
wholesalers and retailers. And Heflebower added that new 
orders need new look, and that however unfashionable they 
may be, buyer commitments furnish valuable clue the 
future they are accurately measured. 

Turner, the chairman the consultation, suggested that 
research efforts might well include consumer well pro- 
ducer behavior. Kendall agreed enthusiastically. 

“Consumer outlays accumulate the largest single item our 
gross national product. The tendency among many business ana- 
lysts lump such spending into one figure, assume that 
some way lagging indicator, and treat constant their 
analyses dangerous one. 

suspect that beneath the relative calmness that appears 
the surface most our charts consumer spending lie some 
the fundamental reasons for the cyclical nature our economy. 
ought know more about the consumer and what intends 
with his income and savings. Perhaps, suspect, would 
find that the stability seen aggregate totals, far consumer 
expenditures are concerned, misleading; examination indi- 
vidual components might lead more concise diagnoses our 
economic condition any given point time, and provide with 
some ‘feel’ for the problems ahead. What asking for 
broader knowledge consumer intentions regarding future 
spending, and research into the components consumer spending. 

“The Federal Statistics Users’ Conference reports that ‘the in- 
stability consumer spending has frustrated attempts make 
long-term forecasts consumer intentions Changes 
family income, intensified sales efforts business, and the ap- 
pearance new products and new designs bring changes con- 
sumer spending that cannot foreseen many months advance. 
The Conference points out the need for monthly survey con- 
sumers intentions buy key durable and semidurable items. 
should like second this expression.” 


Langum associated himself with comment, but 


expressed reluctance assign much blame consumer credit 
destabilizing force the economy. 


Quoted from the enclosure with letter President Eisenhower from 
the Federal Statistics Users’ Conference, June 1958. 


La 


Kendall remarked that he, too, felt that our knowledge 
consumer behavior must deeper than appraisal the 
institution which outlays durables are financed, that 
more meaningful way determining intentions must 
devised. 

“Reports recent additional spending for the same items from 
sample families, possibly those currently checked the Cen- 
sus current population survey, would adequate test 
intentions data and provide clearer understanding consumer 
activity. discretionary purchasing power grows larger and 
larger the hands consumers, this problem will become more 
severe and intense unless something done about it. Corporate 
investment programs and capital spending plans, seems me, 
too often follow from what the consumer has done currently 
doing rather than from what plans do.” 

Here Sprinkel captured the consensus the group re- 
marking that this point the discussion had seemed 
underscore the need for better knowledge the mental proc- 
esses decision-makers—whether businessmen consumers 
—and more accurate identification the key points modern 
business cycles. 

“So far not clear that need new tools. need reli- 
able information about intentions. More important, must avoid 
reliance such lagging indicators the consumer price index, 
personal income, retail sales, and on, guides policy. the 
summer 1957, just were heading into economic storm, 
heard that these indicators were all-time highs.” 


TURNER THEN inquired, the assumption that de- 
velop new techniques analysis before the next recession, 
how might make existing fiscal, monetary, and debt- 
management tools more effective. Can they, for example, 
made automatically responsive some applications ad- 
verse turns the indicators? Can the timing policy actions 
improved the basis existing criteria judgment? 
Langum set the tone the ensuing discussion when said: 

“There question mind that the tools fiscal, mone- 
tary, and debt-management policy can made more consistent. 
must, short, think the package tools that are available 
us. Over the past cycle, for example, the treasury made mistakes 
debt-management policy—financing largely short-term when 
inflationary pressures were their strongest and getting into sev- 
eral long issues during the recent slump. Moreover, the Federal 
Reserve System fought inflation for while 1957 when the econ- 
omy was clearly turning down. But I’m convinced that 
make fiscal policy automatically responsive changes the eco- 
nomic winds. Indeed, the credit Republican Adminis- 
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tration and Democratic Congress that taxes were not reduced 
the spring 1957 when there was much pressure that 
direction.” 


Replied Heflebower, 


“Yes, but there still good argument made for raising 
taxes during the booms that they can lowered during the 
recessions. The federal government basically responsible for tax 
policy; variations its revenues and expenditures are the only 
ones that are designedly contracyclical. think that serious con- 
sideration should given empowering the President change 
tax rates both ways—up during the upswing and down during the 
downswing.” 


Rather than grant such authority the President, said 
Kendall, 


“Would not better leave the matter commission 
experts? One area where the federal government could take 
giant step toward control economic fluctuations what 
would call, for want better name, tax policy management. 
line with remarks that consumer spending and changes the 
pattern that spending have more with economic fluctua- 
tions than they are commonly given credit for, would not 
averse considering the institution administrative body 
having the power raise and lower income tax requirements 
within certain specified limits business conditions warrant. 
Such agency, much like the Board Governors the Federal 
Reserve System, might given the power alter tax rates across 
the board, grant tax credits and the like favoring specific sec- 
tors the economy saw fit, order prevent serious im- 
balances from developing.” 

Two the consultants were inclined advocate more 
public expenditures rather than lower tax receipts because 
the crucial need for the public plant, particularly state and 
local levels. Turner objected that state and local expenditures 
are likely too slow much use; and Heflebower 
argued that this kind expenditure would not much 
any case help Detroit, largely because workers would not 
shift the new jobs thus created. 


rejoinder was unequivocal: 


“We need improve the relationships the federal gov- 
ernment with state and local governments. Moreover, need 
somehow improve liaison, establish better lines communi- 
cation. But there reason why contracyclical government 
spending plant and equipment cannot well for hospitals 


for post offices, for schoolrooms for highways. And long 
community racilities remain inadequate, lagging behind consumer 
expenditures generally, ought take advantage contra- 
cyclical spending build these facilities.” 


Heflebower agreed, suggesting particular that the 
method paying for community plant radically changed 
during recessions, that plan devised for rapid funneling 
funds raised the federal government local govern- 
ments for their use. Langum likewise stressed the importance 
both state and local expenditures our economy 
means providing part the package goods and services 
which our people want and cushion declines private 
spending during business downturns. 


Turner commented that the economists present seemed 
have little faith schemes for tying tax rates economic 
indicators. What then monetary policy, which had recently 
come for considerable adverse criticism? Has the timing 
monetary policy been adequate? Could improved over 
the next swing? 

Sprinkel thought that the Federal Reserve System should 
given high marks for its performance during approxi- 
mately the past months. 


“On the whole the central bank moved rather aggressively even 
though few months late. the Fed continues react slowly 
cyclical changes order reduce the probability wrong judg- 
ment, important that the actions taken substantial 
reduce the lag between the action and its effect the economy.” 


Langum gave great credit the Federal Reserve System 
for having cooled off through monetary restraint excessive 
boom and too high stock market 1957. Credit needs 
given the Federal Reserve System for having lessened the 
impact the 1958 recession this manner. 


“Proper monetary policy, however, needs thorough re-exam- 
ination the doctrinaire ‘bills only’ nonsense. have recently 
seen the frightful consequences the excessive issue long-term 
securities the treasury 1958 and the failure the Federal 
Reserve use its great powers halt the disorderly market 
government securities which followed. seems that treasury 
and Federal Reserve policies the summer 1958 are subject 
severe criticism and call for searching scrutiny. 

this juncture, the editor the consultation could not resist 
comment. 


“We might even further make the point that the primary 
concern the Federal Reserve is—or ought be—with long rates. 
changes the long rate interest that most directly affect 
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the investment decisions corporations and state and municipal 
authorities. Moreover, changes the long rate that determine 
the prices previously issued fixed-income securities, including 
bonds and mortgages—and thus the portfolio policies financial 
institutions. Dealing bills has its first effect the prices and 
yields these short instruments, and with definite time lag 
over the range maturities. 

“When the economy beginning slide, monetary policy 
ought made forceful and immediate can be. 
nonsense for the central bank stand aside, allowing ‘natural 
have their way the market place, the hope that pri- 
vate traders will thereby less reluctant take positions the 
government bond market. Paradoxical may seem, the Federal 
Reserve one agency which doing nothing does something; 
Even inaction cannot avoid taking action. The sooner all 
recognize this basic fact financial life—and the sooner the Fed 
recognizes that the problem thin, disorderly securities markets 
serious one only when bond prices are sliding—the better off 
were all going be.” 

Sprinkel commented that Federal Reserve policy should 
more clearly defined and more positively stated reason- 
ably close intervals. Langum added that thought pre- 
posterous that random newspaper articles under reporters’ 
bylines should effect have serve statements Fed- 
eral Reserve policy. 

Robertson reminded the group that changes the dis- 
count rate have come the only clear signal the inten- 
tions the monetary authorities. 

change the rate can mean reaffirmation policy that 
has been effect the recent past, can mean change the 
aims policy. But discount rate changes longer encourage 
discourage member bank borrowing; administration the dis- 
count window under Regulation has been accepted the Board 
Governors the realistic—that is, authoritarian—way doing 
the job.” 

Turner called the attention the consultants the pe- 
culiar sensitivity the urban residential mortgage market 
interest rate changes. asked over the next swing this 
segment the capital market should bear much the 
brunt contracyclical monetary policy. 

Kendall remarked that mortgage terms both the resi- 
dential and the nonresidential mortgage markets ease during 
recession and become more stringent good times. 
added, however, that the major influence rate changes has 
been the market for federally underwritten mortgages— 
and loans becoming less attractive leaders during 
period rising rates and more attractive during period 


falling rates. Heflebower urged that the sensitivity these 
mortgages rate changes reduced requiring the hous- 
ing agencies make and terms flexible and closely 
accord with the capital markets generally. 

Turner’s comment was follows: 

“By making the terms federally underwritten mortgages 
flexible would remove some injustice people and would 
stop making the construction industry kind monetary policy 
focal point. But have hunch that would the same time 
removing good bit such demonstrable effectiveness 
monetary controls seem have.” 

Kendall maintained: 

“There can escape from the market forces the deter- 
mination mortgage interest rates. Yet, the idea persists that the 
impact market forces can avoided. Pressures are already de- 
veloping lower the maximum permitted interest rates FHA 
mortgages. Although these pressures may premature, they em- 
phatically reflect the prevalence two fallacies: first, that the 
designation rate edict will actually affect the price which 
loan funds will made available; and second, that artificially low 
interest rates increase the availability funds for the borrower. 
Now that two full cycles interest rate fluctuations have run since 
the end World War the untenable character this thesis 
clear.” 

The consultants were thus far agreement that would 
hard “build into” the application fiscal and monetary 
weapons any high degree automaticity. had been, 
course, primary objective the framers the original 
Federal Reserve Act make monetary reserves automatically 
responsive gold flows and changes the discount rate. But 
the gold standard knew the heyday unregulated 
capitalism gone forever; and the Federal Reserve System 
has turned about far can from the notion that the cen- 
tral bank should largely passive creator reserves de- 
manded commercial banks function the discount 
rate. Indeed, the very essence monetary control today lies 
the hour-to-hour and even minute-to-minute operations 
the government securities market the New York Fed’s trad- 
ing desk. There nothing automatic about such operations; 
admittedly they are often carried out the basis “feel” 
for what’s happening. 

monetary policy longer can administered with the 
possibility certain degree automaticity, hard see 
how tax changes can tied variations the economic indi- 
cators. Aside from Kendall, with some agreement from Hefle- 
bower, none the consultants was willing advocate 
administrative determination tax rates. Sprinkel felt that 
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would simply have rely better judgment Congress, 
and Langum agreed that could not jump too far from con- 
gressional (and popular) dictates such matters. 

IF, THEN, must continue rely fallible human 
judgment for timing decisions, the question arises how, 
short divine gift prescience, the decision-makers can 
better informed. Would economic prognosis aided pub- 
lished quarterly semi-annual forecasts some responsible 
government agency such the Council Economic Ad- 
some well-established private agency like the Na- 
tional Bureau Economic Research? Should detailed 
official prescription for policy made available these same 
regular intervals? 

answer was firm and unyielding “no.” 

“The Council has more important things than concern 
itself with economic forecasts that would best tenuous and 
inaccurate. Moreover, inadvisable give official standing 
stimulate plant and equipment expenditure and inventory ac- 
cumulation, the very sources imbalance for which were sug- 
gesting corrections earlier our discussion. the other hand, 
pessimistic prognosis, confirming the fears decision-makers, 
whether business managers household units, might frequently 
make downturn worse than otherwise would be.” 

Langum and Sprinkel concurred with state- 
ment. Robertson, however, objected rather vigorously. 

“It seems that some agency this country ought 
willing speak forthrightly about the shape the near-term 
economic future. read the Employment Act 1946, was 
clearly one the objectives the Act secure for all this kind 
economic information; the statute explicitly requires the Council 
set forth the Economic Report ‘foreseeable trends the 
levels employment, production, and purchasing power and 
set the standard performance that full-employment economy 
should attain. 

“As observe the business-conditions experts work, marvel 
the accuracy with which they can predict changes national 
income and product six nine months the future. 
take example, the spring 1957 these men were almost 
unanimously predicting the downturn that materialized Sep- 
tember that year. for one cannot believe that the economy 
performs best under attempts mask the future. Indeed, should 
say that sophisticated public policy ought require the Council 
Economic Advisers publish semi-annual technical projections 


economic performance for the ensuing six months together with 


detailed prescriptions for halting inflation correcting weak- 
nesses.” 

THE ASSEMBLED economists concluded their meeting with 
brief consideration two questions. 

First: Can expect wholesale onslaught great 
complex problems assist stabilization efforts over 
the next cycle? Such onslaught was suggested for the re- 
cently proposed cep National Commission Money and 
Credit. Everyone agreed that the aims such great efforts 
are admirable and encouraged. However, the group 
likewise agreed that such efforts unavoidably involve tre- 
that the Commission’s monographs will bring new knowledge. 
the moment, though, seems likely that progress will come 
always has, largely the economic and business journals, 
slowly and haltingly. 

Second, the economists addressed themselves this 
question: Can reasonably expect, within generation, 
reduce economic fluctuations such small oscillations around 
the curve economic growth that will have solved for all 
practical purposes the problem economic slumps? The 
group generally agreed that the next generation would see 
both theoretical and statistical advances sufficient permit 
economists engineer almost any desired level economic 
performance. However, seemed equally plain that near per- 
fect stability would have achieved the sacrifice 
some cherished personal freedoms, sacrifice which Ameri- 
cans would probably not willing make. The hope the 
group appeared for minimal swings around the trendline 
growth, with unemployment never exceeding per cent 
the work force during downturns and with price stability 
achieved for perhaps several years time during periods 
economic exuberance. 

The very essence capitalism, however, roundabout- 
ness production—that is, dependence upon capital goods for 
improving livelihood. But opportunities for investment 
plant and equipment confront business managers clus- 
ters. Threats war, discoveries pure science, industrial 
innovations, the opening new mineral sources, and the like 
occasionally offer such tempting prospects pecuniary re- 
ward that they lead capital commitments excess de- 
mand for finished products. Unless, fortuitously govern- 
mental design, demand stimulated, the resulting flow 
consumer goods may find takers only prices that yield 
returns below anticipations. 

THE FINAL question, then, must always be: How much 
stimulus slowing economy people wish apply? Only 
the electorate particular point time can say. 
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Providing uniform dollar figures takes time 
and effort; may may not 


HENRY 
STEELE 


SHOULD accounting data adjusted 


for price changes? 


ALL THE controversy over the problems 

making accounting data adjustments for 
price level changes, only lip service has been 
given the usefulness the limitations 
adjusted data. This aspect the problem must 
evaluated justify the effort and expense 
performing adjustments. Most statements 
proponents simply state, very general 
terms, that the adjusted data would useful. 
Too often has been assumed that the useful- 
ness the adjusted data was obvious. Both 
rejection and backing the contention that 
adjusted statements would useful are 
marked with absence supporting argument. 
Recently, limited attention has been given 
uses! and adjusted data, but 
much more extensive treatment has been 
needed. 


Perry Mason, Price-Level Changes and Financial State- 
ments, Basic Concepts and Methods (Columbus, Ohio: 
American Accounting Association, 1956), and Joel Dean, 
“Measurement Real Economic Earnings Machinery 
Manufacturer,” The Accounting Review, (April, 
1954), 255-66. 

James Dohr, “Limitations the Usefulness Price 
Level Adjustments,” The Accounting Review, xxx (April, 
1955), 198-205. 


extensive price level study, conducted 
the American Accounting Association, was un- 
dertaken response “intensive research 
and experimentation” recommendation its 
Committee Accounting Concepts and 
Standards. public utility and three manufac- 
turing concerns participated the project. 
Adjustments for changes price levels, 
measured the Consumer Price Index, were 
applied all balance sheet and income state- 
ment items produce supplementary set 
financial statements expressed uniform 
unit value. 

Ralph Coughenour Jones, who directed the 
price level study, gave honest appraisal 
when wrote, “We know that the adjusted 
statements provide interesting information 
which cannot found conventional state- 
ments, but not know how useful that 
information may (In subsequent publi- 
cation has discussed some uses uniform 


Coughenour Jones, Price Level Changes and 
Financial Statements, Case Studies Four Companies 
(Columbus, Ohio: American Accounting Association, 
1955), 


SHOULD ACCOUNTING DATA ADJUSTED? 


dollar any application adjusted 
figures, the user should aware the inher- 
ent limitations well the usefulness the 
adjusted data. Thus, seems appropriate 
present their limitations before summarizing 
their usefulness. 


THE LIMITATIONS ADJUSTED 
ACCOUNTING DATA 


The Problem Means and Methods 


Rather than being concerned with the worth 
accounting data adjusted for price level 
changes, substantial part the controversy 
has involved the extent which adjustments 
should made and the means which they 
would effected. Many proposals have dealt 
only with fixed assets and the corresponding 
depreciation allowances. However, the effect 
price level changes inventories 
also significant. Many corporations have ap- 
proached replacement cost basis for valu- 
ation inventory use the flow as- 
sumption. Approval the method 
inventory valuation for federal income tax 
purposes has lessened agitation among busi- 
nessmen for reform this area. 

The American Accounting Association rec- 
ommends that all statement items adjusted 
means single purchasing power index 
and that the income statement and the balance 
sheet internally consistent and fully recon- 
ciled published reports. The Association rec- 
ommends that the adjusted figures pre- 
sented supplementary statements, which 
not take the place those prepared con- 
ventional basis. 

Some corporations that present adjusted ac- 
counting data their annual reports have 
used specific price index series the basis for 
the adjustments. However, consensus has 
emerged among accountants; adjustment 
means general price level index series re- 
garded more appropriate. The latter pro- 
cedure has been recommended the Associ- 
ation’s Committee Concepts and Standards 


*Ralph Coughenour Jones, Effects Price Level 
Changes Business Income, Capital, and Taxes 
bus, Ohio: American Accounting Association, 1956), 
chap. 


and was the basis for the adjustments applied 
the price level 

One the problems using present ac- 
counting data arises from variation the ac- 
counting methods used. Although this not 
problem for the management single firm 
unless change made its accounting sys- 
tem, does complicate the comparative 
studies and aggregative analyses invest- 
ment analysts and economists. the presenta- 
tion uniform dollar statements becomes 
widespread, there would even greater need 
for uniformity standards and methods ad- 
justment. Undoubtedly, number different 
adjustment methods would employed ini- 
tially. Adjustments could based replace- 
ment costs, specific indexes, general in- 
dexes; and they might applied only fixed 
assets inventory, all accounts. Until 
substantial degree uniformity adjustment 
methods obtained, there would signifi- 
cant limitations when using adjusted data 
for making comparisons among firms and 
industries. 


The Problem Time Lags 


Although corporations seldom release finan- 
cial information the public more often than 
each quarter each year, many internal re- 
ports are prepared daily, weekly, and 
monthly bases. The assumption that adjusted 
data would currently available has been 
used mean that least monthly accounting 
reports, expressed constant dollars, could 
obtained. 


Professor Jones reports that the Consumer Price Index 
was chosen after careful study and consideration 
various index numbers the best available one for our 
purposes for the following reasons: 


“(1) widely used and generally accepted index 
the changes the general price level, and, recip- 
rocal, the value the dollar. 

“(2) agrees rather closely with the implicit index de- 
veloped the commutation gross national product 
uniform prices. 

“(3) less affected technological changes than 
are some the more specialized index numbers. 

“(4) fluctuates less than any other currently available 
general index and therefore produces smaller and less 
erratic adjustments for price level changes.” (Price Level 
Changes and Financial Statements, 3.) 
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Delay obtaining statements. Following 
the close accounting period, there 
some delay before the financial statements be- 
come available. not unusual find that 
monthly reports are not completed until the 
latter part the following month. Although 
the staggering many office operations, such 
billing, has helped even out the work 
load accounting departments, activity often 
heaviest the beginning new account- 
ing period. Thus, the very time when sum- 
marization results begin for the period 
just ended, heavier than normal daily rou- 
tine may tax the equipment and personnel ca- 
pacities the accounting organization. 
Mechanization the accounting process has 
greatly expedited the preparation reports; 
within the past few years, the development 
and adaptation data processing systems 
accounting applications has enabled some 
business organizations reduce the delay 
obtaining monthly reports only few days. 

The usefulness accounting summaries for 
managerial purposes directly related how 
quickly they become available. Recent devel- 
opments accounting automation have ren- 
dered conventionally prepared statements 
much more timely and, consequently, more 
useful. Adjusted statements also must 
available soon after the relevant time period 
ends their potential realized. But be- 
fore price level adjustments can made, the 
basic accounting data must compiled and 
the price level index value for the time period 
obtained. 


Delay obtaining price level index values. 


The Consumer Price Index for each month 
based prices existing the middle the 
month. The index does not become available 
until approximately five and one-half weeks 
later. the were used adjust items like 
depreciation expense and inventory costs 
monthly income statement, the index value 
would not available until the latter part 
the following month. For many organizations, 
this approximates the time when the conven- 
tional statement completed. The transac- 
tions for the month have been recorded 
throughout the period, and pragmatic 


assume that each occurred the average 
price level for the period. This normally would 
correspond very closely prices from which 
the index computed—those existing the 
middle the month. 

Balance sheet values, however, represent 
the financial conditions the close busi- 
ness the final day the period. The 
not available for month-end prices. Balance 
sheet adjustments, then, they were reflect 
the value the monetary unit the end 
the period, would have based aver- 
age the price level index values for the cur- 
rent month and for the following month. Such 
average could not obtained until nearly 
eight weeks after the close the period. 
delay this length would destroy the useful- 
ness accounting reports for number 
purposes. This minor refinement for balance 
sheet adjustments, though theoretically justi- 
fiable, would not warranted practice. 

Thus, limitation the usefulness ad- 
justed accounting statements could the 
lack timeliness their preparation, due 
delay obtaining the current value the 
Consumer Price Index. This limitation would 
apparent when the conven- 
tional statements become available soon after 
the close the period. sufficient need de- 
veloped for more timely reports the level 
consumer prices, the Bureau Labor Sta- 
tistics might able collect the data and 
compute the index value more rapidly. The 
Bureau able issue its weekly releases 
the Wholesale Price Index within seven days 
the date for which the index computed. 


Replacement Cost Purchasing Power 
Adjustments? 


The question not simply whether not spe- 
cific replacement costs should used lieu 
price level index number adjustments 
original costs. Due technological improve- 
ments, replacement assets kind may 
unwise, not impossible, and replacement 
cost base could then approximated only 
use adjustment based price level 
index series that closely related the assets 


involved. 


SHOULD ACCOUNTING DATA ADJUSTED? 


The function the depreciation charge 
not provide for capital replacement but 
allocate capital asset costs, with the usual re- 
sult providing for recovery invested cap- 
ital. basic question then whether this re- 
covery invested capital should real 
terms monetary terms. The writer be- 
lieves that recovery investment capital 
goods should real terms for determina- 
tion income subject the federal income 
The recovery real capital investment 
means recovery the purchasing power orig- 
inally invested and not recovery the re- 
placement cost the specific asset. Capital 
investment recovered not the end but 
throughout the asset’s life. recovery has 
been purchasing power terms, the investor 
economically neither better off nor worse 
off than was previously. 

federal income tax accounting procedure 
modified recognize fluctuations price 
levels, adjustments the original cost basis 
should terms purchasing power re- 
covery and not terms requirements for 
replacement. The adjustment for each year 
should independent previous adjust- 
ments; that is, continued inflation caused 
previous deductions inadequate for re- 
placement purposes, additional allowance 
for the deficiency would permitted. An- 
other advantage permitting only purchas- 
ing power recovery capital investment 
would its simplicity administration.’ 

Adjusted accounting data asset values 
during inflation will provide higher asset 
values than the reported ones, but they 


would not favor extension this treatment 
monetary type investments, such marketable securities 
and savings accounts, where the investor may become 
liquid whenever desired. agrees with those who express 
the view that direct investment capital goods inher- 
ently different from dollar obligation investments and that 
equity among investor groups would not infringed 
upon different tax treatments. 


Assets would classified year acquisition, and 
obtain the adjusted value used the computation 
the depreciation allowance, the original cost would 
multiplied the ratio the current value the selected 
price level index its value for the year acquisition. 
The Internal Revenue Service, minimize the likelihood 
errors, undoubtedly would present the ratio for each 
year decimal multiplier spare taxpayers the task 
dividing one index value into another. 


not, except coincidence, reflect replace- 
ment costs. The prices the specific assets 
would have had vary the same relative 
amounts the price level index deflator 
the adjusted asset values and their replace- 
ment costs were equal. The disparity be- 
tween the two concepts not defect the 
adjusted data, but should not overlooked 
that when replacement cost information de- 
sired, will not found statements ex- 
pressed uniform dollars. (Replacement 
costs, important for some managerial deci- 
sions, may approximated either use 
some specific asset price index ap- 
praisal. 


Allowing for Changes Technology 


The effects technological changes often are 
not distinguished from the effects other 
factors. James Dohr, discussing the rela- 
tion adjusted accounting data changes 
technology, has stressed the importance 
distinguishing between purchasing power 
the dollar and stability the dollar. says: 


what call purchasing power is, fact, 
the combined result what may termed 
monetary factors such price gold, the 
amount money circulation, controlled inter- 
est and rediscount rates, governmental debt, etc. 
(which affect stability) and nonmonetary fac- 
tors such technology, governmental policies 
(nonmonetary), climatic conditions, education, 
(which have little with stability). And 
unfortunately, the effects the two classes 
factors cannot separated although, sure, 
prices are read generally the light the 
American way price reduction through tech- 
nological advance. result, corrections for 
price level changes will erase from the accounts 
not only the effects the instability the dollar 
but other things which should not 


The objection that price indexes cannot 
constructed that they measure only changes 
the value money due monetary factors. 


Inaccuracy Price Level Index Numbers 


significant part the debate over the ad- 
justment accounting data for price level 
changes has involved the pros and cons 


the Usefulness Price Level Adjust- 
ments,” 200. 
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HORIZONS 


price level index numbers. When stated 
that changes price levels are properly meas- 
ured the available price level index num- 
bers, perhaps often overlooked that the 
index number simply average, statistic 
computed from sample, which subject 
the sampling and nonsampling errors all 
statistical estimates. Those who are aware 
the inherent limitations the use price 
index numbers fear that too often the index 
values are accepted providing completely 
accurate measures the value money. Pro- 
fessor Dohr has made the following humorous 
analogy: 

“Price indices are like oysters. When first seen, 
the thought eating any oyster apt re- 
volting. persistence, however, one may be- 
come oyster addict. One may even come 
believe that the flesh the oyster has certain 
youth-giving properties—a belief which wholly 
illusionary. And with price The 
weaknesses price measurements are should 
known all. But once the price index com- 
puted used, frequently hell-bent sort 
spirit, without further concern its dubious 


9 


character.” 


view index number techniques has 
been expressed Professor Jones follows: 
“Deflating book figures means index 
number, although goes beyond the unsophis- 
ticated acceptance historical figures face 
value, still very crude method making ad- 
justments for changes the general level 
prices. gets results which are correct for divi- 


dends but possibly misleading for common stock 


equities and 


The final point made Professor Jones 
that the reported aggregate figures earn- 
ings and common stock equities cannot ac- 
curately adjusted single index conver- 
sion; the component parts must first 
converted constant dollars, and then the 
adjusted parts may totaled. 

When viewing the consequences de- 
creases the purchasing power the dollar, 
one must remember that, although the same 


Limitations the Usefulness Price Level Adjust- 
ments,” 201. 


Jones, Price Level Changes and Financial Statements, 
43. 


number dollars buys less quantity than pre- 
viously, may buy more quality. Items in- 
cluded the series need rigidly defined; 
but over period time, changes quality 
occur, the index needs revised and 
brought date. such areas transpor- 
tation, housing, medical care, entertainment, 
and many others, goods and services have 
been greatly improved quality. The extent 
which this has offset the decline the value 
the monetary unit difficult evaluate, 
but intangible that needs con- 
sidered when comparisons are made between 
the present expensive push-button era auto- 
matic devices and the so-called good old days 
when dollar was worth dollar. 


Reflecting Changes Physical Volume 


Many companies, their internal reports, 
present sales terms the physical units. 
Sales appear the income statement, 
course, dollar aggregate. For comparative 
purposes, change dollar sales does not dis- 
tinguish between volume changes and price 
changes. When sales are restated dollars 
uniform purchasing power, the adjusted fig- 
ures will not reflect volume changes, unless, 
chance, product prices the firm have 
changed the same relative amount the 
price level index. most cases, the adjusted 
data will more closely reflect volume changes 
than will the reported figures, but increases 
decreases dollar sales adjusted for price 
level changes must not construed indi- 
cating corresponding change 
sales. 

graph presented the annual reports 
the General Electric Company compares un- 
adjusted dollar sales and sales 1947-49 dol- 
lars based product price index. the 
extent that the index composition continues 
reflect the product mix General Electric, 
changes physical volume may compared 
directly changes resulting from price level 
fluctuations. The change unadjusted sales 
less the change adjusted sales would give 
the net effect price level fluctuations 
dollar sales. Information this type 
must obtained use specific product 


SHOULD ACCOUNTING DATA ADJUSTED? 


price index. Data obtained price level ad- 
justments should not interpreted being 
equivalent information value. 


Confusion Early Stages 


Those who use accounting statements are ac- 
customed receive the data historical 
cost basis. The belief often expressed the 
literature that the introduction uniform dol- 
lar statements would cause considerable con- 
fusion among the users the data. Obviously, 
users would have become acclimated the 
new form reporting. perhaps needs 
reiterated that adjusted statements are not ad- 
vocated replacements for, but rather sup- 
plements to, conventional statements. Both 
types would need studied and compared, 
and time naturally would required for indi- 
viduals learn use and interpret adjusted 
data. 

The initial confusion that would result from 
the introduction uniform dollar statements 
insufficient cause for not preparing such 
statements, but limitation that would 
have some importance during the early 
stages following adoption adjustment 
techniques. 


Reconciliation Statements 


customary approach accounting case 
studies express the adjusted income state- 
ment average dollars and the adjusted 
balance sheet year-end dollars. This com- 
plicates the relationship between retained 
earnings the income statement and the in- 
crease surplus the balance sheet. both 
the income statement and balance sheet were 
expressed year-end dollars, retained earn- 
ings and the change surplus would balance. 
Then, however, the adjusted and conventional 
income statements would not reconcile. Pro- 
fessor Jones believes that the reconciliation 
statements technical matter, which should 
concern only the accountants who prepare 
them. says: 


The preferable procedure would seem 
express income statements average dollars and 


balance sheets year-end dollars and leave 


the technicians the problem proving the 


Even though this minor factor involv- 
the internal consistency adjusted financial 
statements. 


Lack Generality 


The lack generality not unique ad- 
justed figures because applies well con- 
ventional data. must remembered that 
accounting data adjusted for price level 
changes continue have historical cost fig- 
ures their basis. The historical amounts are 
simply restated some monetary unit con- 
stant value. many cases, the inappropriate- 
ness conventional data for specific uses 
carries over the adjusted figures. Conse- 
quently, adjusting the accounting data does 
not give them universal applicability. Except 
for the effects due price level fluctuations, 
the remaining limitations reported account- 
ing data continue apply also adjusted 
data. 


Deficiencies for Managerial Applications 


For the determination price policy, man- 
agement often desires replacement cost data. 
was previously indicated, adjusted figures, 
except chance, would not provide this 
information. 

the formulation dividend policy, real 
earnings not indicate the financial ability 
company pay dividends. Ability pay 
also problem financial management. 
the area stockholder relations, the apparent 
lack interest the presentations ad- 
justed data limitation their usefulness 
that has not yet been overcome and cannot 
until stockholders lose their apathy toward 
the problem maintaining their company’s 
real position. Professional investors and ana- 
lysts have shown interest supplementary 


Jones, Price Level Changes and Financial Statements, 
99. 
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adjusted data reports, but the typically dor- 
mant stockholder has not. 

bargaining with labor the lower level 
negotiations, the presentation adjusted 
figures, those few cases where accounting 
data are relevant, might unduly complicate 
relations arousing suspicion among labor 
participants who may not have adequate 
background for comprehending statements 
prepared uniform dollar basis. This not 
deficiency the adjusted data per se, but 
nevertheless limitation their usefulness 
long one the parties the negotiations 
believes that the adjusted data only becloud 
the issues. 

the use adjusted accounting data 
guide for capital budgeting, there must 
recognition the effects changes tech- 
nology. Restrictions the usefulness ad- 
justed accounting data management for 
purposes government negotiations are con- 
tingent the policies established Con- 
gress, the courts, and the various adminis- 
trative agencies. 


THE USEFULNESS ADJUSTED 
ACCOUNTING DATA 


the area accounting, data adjusted for 
price level changes are essential distinguish 
between real income and the recovery real 
capital investment. This function the princi- 
pal application adjusted accounting data, 
and closely related many the appli- 
cations that will described. 


For Management 


number factors other than cost informa- 
tion affects price determination; even though 
management has little influence the 
prices its products, cost data are still needed 
determine the areas which company 
can profitably operate. Replacement costs, 
rather than historical costs, are often desired 
for this purpose. Price level adjustments ac- 
counting data will not give these data, but 
they approach current costs. 


Use real earnings permits management 
establish dividend pay-out rate that 
consistent with the maintenance real capi- 
tal. Corporate management 
ently pay excessive dividends when does 
not have available measure the effect 
price inflation reported net income. man- 
agement, equipped with adjusted data, real- 
izes that must reduce dividends despite 
rise reported earnings, was the case for 
one the four participants the price level 
study the American Accounting Associa- 
tion, has data available with which justify 
unpopular action with the stockholders. 
the area dividend policy and stockholder 
relations, there great potential for the use 
adjusted accounting data. 


For collective bargaining, management 
may occasionally find valuable use for ad- 
justed data the higher levels negotiations. 
Whenever the profit position firm its 
ability absorb wage increase one the 
issues, presentation the company’s real po- 
sition relevant. Management should also 
view the compensation its employees 
real terms well monetary terms. the 
financial reports that company prepares for 
its employees, would appropriate com- 
pare real and reported earnings and explain 
briefly and simply why the two differ. This 
may improve relations with employees and 
would help inform them, members the 
general public, the effects inflation. 


Concepts and measurement real income 
are useful for capital budgeting estimating 
the profitability future investment and for 
evaluating the advantages alternative 
sources capital. Information—in real terms 
—is assistance when considering expansion 
possible changes capital structure. 


Proponents adjustments accounting 
data for price level changes have suggested 
number other uses adjusted figures for 
such managerial purposes decisions ap- 
propriations for advertising, analysis di- 
visional operation results, profit planning, 
plant management, and public relations. 


SHOULD ACCOUNTING DATA ADJUSTED? 


For 


Investment analysts rely heavily compara- 
tive studies. One their prime uses ad- 
justed data, sufficient uniformity could 
obtained the methods for effecting adjust- 
ments, would for comparison firms 
within industry. More reliable compara- 
bility would obtained, and the question- 
able assumption that firms within industry 
are affected equally price level changes 
could avoided. Real data would also permit 
more objective distinction between price 
fluctuation profits and management action 
profits and would enable the analyst view 
rates return and capital structures new 
light. 

Stockholders corporations that have pre- 
sented supplementary adjusted accounting 
data their annual reports have shown little 
interest the adjusted figures. The adjusted 
data, however, serve educational pur- 
pose, least the extent that stockholders 
read and examine the supplementary state- 
ments and thus become better informed 
investors. 


For Government 


The greatest potential usefulness adjusted 
accounting data for government the areas 
taxation and the regulation public utili- 
ties. Taxation and much utility regulation 
now conducted nominal money basis; 
should decided that real basis were 
more appropriate, however, 
counting data would given extensive 
applications. 

Government also may find that accounting 
figures expressed constant dollars are rele- 
vant contract renegotiations, antitrust 
cases, compliance cases under the Robinson- 
Patman Act, and the formulation na- 
tional economic policy. 


For Economists 


group more dissatisfied with conven- 
tional accounting data and methods than the 
economists. Since they are primarily con- 


cerned with real rather than monetary rela- 
tionships, they often find necessary adjust 
accounting figures for changes the value 
the monetary unit. Thus, economic analysis 
would facilitated considerably the prep- 
aration supplementary financial statements, 
provided that sufficient uniformity method- 
ology obtained. The compiling national 
income statistics and the making compara- 
tive income analyses would aided the 
use adjusted accounting data. Problems in- 
volved distributive share analyses and 
the allocation resources are best viewed 
real terms. 


For Labor 


Representatives labor organizations have 
opposed price level adjustments accounting 
data; nevertheless, these data can useful 
them. Their studies income allocation need 
viewed both monetary and real terms. 
they encounter adjusted figures their ne- 
gotiations with management, they should 
aware the significance and implications 
such information. 

During inflationary period, data the 
real level earnings could used discount 
the monetary gains wages and demon- 
strate the loss purchasing power since the 
last wage advance. During deflation, data 
firm’s real profits could used evaluating 
the contention that the company experienc- 
ing financial difficulty. These potential uses 
adjusted accounting data represent applica- 
tions that would probably favorable 
bargaining position. For consistency, 
they were applied during periods infla- 
tion, they also should used during periods 
deflation. 

Perhaps the fundamental question reduces 
whether not real income basis 
money income basis the proper one for wage 
negotiations. Inasmuch organized labor 
primarily concerned with achieving rising 
standards living for its members, its objec- 
tives and accomplishments should 
pressed and measured real income terms. 
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PROSPECTS FOR 
THE ADJUSTMENT 
ACCOUNTING DATA 


Should price levels remain relatively stable 
for extended period time, concern for 
the many issues involved the proposal that 
accounting data adjusted for price level 
changes would gradually subside. Although 
the problem would remain one theoretical 
interest, there would vociferous de- 
mands that something done. However, not 
until there had been complete cycle the 
replacement fixed assets would the effects 
previous price level fluctuations disappear 
from reported accounting data. From 1953 
into the first quarter 1956, fluctuations 
the level consumer prices were negligible, 
but the professional literature gave indica- 
tion any abatement the interest and con- 
cern for the effects inflation accounting 
data. 


Except for the early work Henry 
Sweeney, price level effects accounting 
data have been prominent issue only during 
the past ten years. The problem has many 
complexities and not one than can solved 
day even perhaps decade. Only 
through continued research and consideration 
its many facets will satisfactory solution 
achieved. 


Additional case studies are needed. Studies 
involving continuing adjustments data and 
current presentations adjusted corporate 
statements over considerable period time 
would provide means for analyzing the prob- 
lems winning acceptance adjusted ac- 
counting data and the transition managerial 
thinking and policies. increasing degree 
uniformity obtained among financial re- 
porting procedures, similiar studies could 
made possible applications the other 
principal users accounting data. 


analysis current practice and the the- 
ory underlying corporate reports stockhold- 
ers another worth-while research project. Al- 
though analysis was made corporate 
reactions rising prices the 1947 and 1948 
annual reports 256 industrial corporations, 
this study longer Many more 
firms, although relative terms the propor- 
tion still small, now give some recognition 
their annual reports stockholders the 
effects price level fluctuations, current 
analysis and summary 
should helpful all firms that desire 
improve the form and content their reports 
nonmanagement groups. 

similar analysis internal reports would 
equally beneficial. Some difficulty might 
experienced obtaining cooperation when 
confidential information involved. Practices 
would surely vary among industries, which 
would provide another significant aspect for 
analysis. Improvement reporting practices 
for both internal and external use would not 
only aid business management but would also 
serve useful social purpose. 

Problems price level measurement pro- 
vide research opportunity for refinement 
the technique measuring price level fluctu- 
ations. Development suitable index, de- 
signed and constructed specifically for the ad- 
justment financial statements, would 
significant contribution. 

Future progress accounting will stem 
part from continued research and analysis 
the effects price level fluctuations. The lim- 
itations accounting data must always 
kept mind. Contingent upon improvement 
and standardization methodological tech- 
niques, however, great potential use- 
fulness accounting data adjusted for price 
level changes. 


George Break, “The Effects Capital Expendi- 
tures Shift from Money Real Income for Tax Pur- 
poses,” National Tax Journal, (March, 1956), 14-26. 
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One company solving its profit 

and morale problems the same time 
following this precept: Your men 
are almost intelligent you 

are; let them help solve your company 


problems. 


TEAM UNITY SMALL ENTERPRISE 


CHIEF executive officer small, 
rapidly growing corporation division 
expected supply that “strong leadership” 
which popularly conceded the key 
success any undertaking. Any man such 
position knows this and frequently asks him- 
self how well doing meeting the re- 
quirement. Unless most unusual, finds 
himself privately dissatisfied and concludes 
that could considerably better. 

wish state categorically that could 
indeed better. Given reasonable chance, 
his organization could very probably produce 
per cent 100 per cent greater profits, 
growth rate, both, than now does. 

rapidly growing enterprise, because 
there are sure many men new their 
assignments, the executive cannot give each 
man the independence would like have. 
the responsibility see that 


the work all departments effectively co- 
ordinated toward the same major goals; 
each man makes independent decisions 
what his department, coordination 
will disintegrate. 

But constant detailed supervision and re- 
luctance delegate authority exceedingly 
dampening ambitious man’s enthusiasm. 
Department heads are carefully selected for 
their outstanding initiative and ability. in- 
formed and confident eagerness their part 
for the major goals the business can make 
tremendous difference its progress. 


PROOF PRACTICE 


How can this eagerness instilled? little 
over year ago undertook experiment 
along this line with which been very 
pleased. 
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feel this program, which has been re- 
ceiving concentrated attention for only year, 
already paying off handsomely: 


key men are openly enjoying their jobs 
more and showing confidence that 
really winning team. 


every level the organization there 
strong eagerness create and imple- 
ment worth-while improvements. This 
born each greater confidence 
that can expect get credit for his con- 
tribution promoting the company goals. 

eager and informed approach 
our key men the problem building 
above the ordinary long-range growth 
obviously sound and enthusiastic that, de- 
spite current difficulties, its success appears 
virtually assured. 

striking measure this high morale 
found the team’s reaction recent seri- 
ous recession anticipated sales volume. 
Instead becoming discouraged over the 
failure materialize the formerly antici- 
pated bright expectations, has treated this 
development challenge and morale has 
actually improved rather than deteriorated. 
result, have taken this setback 
such excellent stride that there has been 
significant loss profits the new lower 
sales volume even total dollar basis! 


FUNDAMENTAL ATTITUDE 
CHANGES 


These generalities about morale improvement 
are based personal observation, course, 
but also, and perhaps more important, 
statements the men themselves. The plant 
typical: 


year ago was thoroughly discouraged about 
working plans for any program which would 
require capital expenditure, because approval 
these things seemed always depend how the 
boss felt that day—and seemed always feel 
was his job find reasons why ideas were 
good. There’s point making suggestions 
this kind just end feeling foolish about 


them. 
“Now things are different. really think 
idea good one, it’s fun show why. And 


any case, should turned down, I’m confi- 
dent that understand the reasons. For another 
thing, year ago, clearing any touchy problem 
with another department head was difficult: For 
instance, was constantly irritated [an- 
other department head]. There were many things 
order department clerk who antagonized every- 
body with his arrogance, but simply refused 
listen complaints about him. 


Now can bring problem like this 
policy committee meeting, knowing, right, 
that the others will take cause. spared 
the embarrassment having try force 
down throat myself. the others 
agree, it’s pretty good sign that what I’m worry- 
ing about only personal peeve.” 


Another man, shop foreman, says: 

year ago used despair getting even 
obvious things done about tool revisions. Because 
defective knock-out plate could run only 
three out five cavities one insulator mold; 
yet, often that job came for new production 
run, nothing was done about the mold. Not until 
got mad and forced the issue with written 
memos and plenty followup, did the tool de- 
partment anything all—and just get rid 
me. Now, the tool engineer seems under- 
stand why want done; and although 
everything want, know he’s trying.” 


The engineering supervisor had said: 

“We seemed ensnarled myriad engi- 
neering problems; and the only recognition 
got was criticism for not their being done. The 
management continually took new experi- 
mental commitments that seemed not 
planned directed toward any really considered 
objectives. got further loaded down with new 
problems before the old ones were solved. Now 
that there some agreement the things 
want do, can confident that proposals can 
examined relation these objectives. For 
instance, short time ago the boss got bee 
his bonnet about continuous molding struc- 
tural shapes. Because didn’t fit our objectives, 
didn't really show worth-while market potential, 
and because our agreement policies guide 
such decisions, were able avoid getting tied 
the project. year ago sure would 
have been piled top everything else because 
was glamorous idea.” 


Our sales manager says: 


year ago sure wanted continue 
working here. seemed that the boss was run- 
ning the company big experiment, and mostly 
gain personal acclaim. Though seemed 
have plenty criticism for men who did not 
show enough initiative things that should 
obvious, hesitated many things that seemed 
need action. Unless thought was 
important, usually the matter ended there. 
see any reason why some authority wasn’t 
delegated, could move. 


noticed this kind thing much 
lately, although there are still many things that 
bother because they need action. But under- 
stand better what the major objectives the 
company are, what each man’s main job is, and 
why some the things he’s trying get done 
may important the things like get 
done. 


“As things are now, feel that can 
plan for department, even action in- 
volving other departments, and know that 
can successfully show how will contribute 
our objectives, will approved. Furthermore, 
know can air questions before group 
contemporaries when know sup- 
posed responsible for something, what 
policy should govern decisions the question. 
For instance, year ago the bosses used talk 
cross-purposes about our ridiculously high 
overhead, our need for more volume. Was sup- 
posed fire few salesmen, hire some more? 
The answer then was: ‘Neither. Let the boss de- 
cide!’ Now know expected and 
why, because worked out the last budget to- 
gether policy committee meeting. Moreover, 
look the way everyone agreed that shouldn't 
take that extra thousand dollars out the sales 
department budget when they realized would 
mean laying off good salesmen worked hard 
find and train. And when they realized what 
already doing save money the sales 
department, and especially what new business 
expecting these men get, they even agreed 
get extra money out their own departments 
somehow offset the cost keeping the sales 
trainees were bringing through our new training 
program. This evidence everyone’s confidence 
our program was certainly pleasant surprise 
me.” 


HOW GET TEAM UNITY 


It’s hardly necessary point out the ad- 
vantages that result from the change atti- 
tude these remarks reflect. very important 
one can seen directly the last remark. 
Every other department head, though already 
worried about meeting his own quota self- 
imposed expense reductions, was still willing 
dedicate himself finding enough extra 
savings his department finance the exist- 
ing sales personnel load, believing this move 
the best interests the major objec- 
tives the company. And the sales manager 
turn was willing dedicate himself 
proving this wise move, one that would, 
fact, produce the added volume necessary 
serve the same major company objectives. 


THE BEGINNINGS 


Many executives tend assume that their 
men understand major company objectives. 
The key men were hired, after all, for this pur- 
pose; they don’t understand even such 
basic things profit objectives, they cannot 
earning their salaries. However, perhaps 
the executive’s basic objectives simply 
profit objectives; and hence not elementary 
for someone else understand. It’s not un- 
common hear executive explain 
his organization that “money every- 
thing” “our customer interested our 
service, not our profits,” “we aim the 
leaders our field.” each member the 
team eager gain the team objective, 
must have real confidence that the objec- 
tive clearly understood and enthusiastically 
supported the whole team. Nothing can 
instill this eagerness nearly effectively 
his firsthand participation the group formu- 
lation those objectives. 

our organization the need for group ac- 
tion became evident through the simultaneous 
occurrence three basic problems. For many 
years paid annual bonus. 
reached the end 1956, realized that, be- 
cause had many added people, our profits 
were not large enough allow for bonus 
checks equal those previous years, and 
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Profit and Loss Statement, Projected 


1955 
4th quarter 


Shipments' $100,000 
Materials and Labor $59,500 
Manufacturing Burden 14,000 
Sales Expense 6,500 
Engineering 


Administration 


86,000 
14,000 


Total Expenditures 
Total Profit? 


Margin Profit 14% 


TABLE 
1956 1957 
4th quarter Ist quarter 
projection 
$124,000 $115,000 
$74,500 $69,500 
24,000 24,000 
10,500 10,500 
3,000 3,000 
4,500 4,500 
7,500 3,500 


All figures have been adjusted relation basic shipments unit $100,000. 
Fourth quarter, 1955, was the datum level. 


2 Profit before tuxes and annual bonus compensation. 
Author’s illustration. 


somehow had explain this without low- 
ering morale. Because unjustified earlier 
optimism, had gotten overstaffed, and 
the end the year was clearly necessary 
face the unpleasant task making salary per- 
sonnel layoffs. Again this would have 
adequately explained avoid depressing ef- 
fect morale. the foregoing comments in- 
dicate, there were hints lowered morale 
already. This might routed out and cor- 
rected could deal with promptly and 
effectively. 

Routine handling each these three 
problems individually would have meant 
something like the following: carefully pre- 
pared explanation would with the reduced 
bonus checks, and meeting all salaried 
personnel, top management would explain the 
situation verbally. After conferences with de- 
partment heads, the bosses would decide 
who should laid off and would issue such 
instructions the department heads. Man- 
agement would undertake individual discus- 
sions with any men who appeared need 
pepping up. 

Since all these three problems required at- 
tention the same time, were inclined 
think out our plans quite carefully ad- 
vance rather than give the matter routine 
treatment. happened, had been telling 
department heads frequently during the past 
several months consider themselves mem- 


bers team. Therefore was natural 
this point enlist their mutual understand- 
ing and support for whatever action was 
undertaken asking the three principal de- 
partment heads—manufacturing, sales, and 
engineering—to help the president and vice 
president making the needed decisions. We, 
the top management, purposely handled these 
meetings first presenting the problems 
the group, and then evolving answers agree- 
able everyone, rather than proposing 
canned answers for the group’s acceptance. 

The first meeting appeared almost 
foolish waste everyone’s valuable time. The 
action needed seemed clear enough top 
management, but nothing was agreed upon. 
even attack the problems clearly. 
wandered from why business volume was 
off, who should let go, the switchboard 
operator who really wasn’t very good her 
job, but had been around long, proposals 
for cutting down our telephone bills, and 
on. 


PLANNING FOR PROFIT 


the next session, however, all recognized 
the need for better way focus the main 
issues, and the chairman established central 
topic for our discussion: “Planning for Profit.” 


started out with simplified over-all 
financial statement showing present and an- 


ticipated costs and profits (Table 1). set- 
tled profit objective per cent (the 
same that the fourth quarter for 1955) 
target. 

From these was obvious that profits 
just happen. They had 
planned, means budget. And these 
plans were realized, they had effec- 
tively carried out individual department 
heads. And the entire committee saw that 
the problem boiled down something ex- 
tremely simple, however difficult might 
accomplish: 


Shipments $115,000 
Minus per cent profit 16,100 

98,900 
Minus material and labor 
Available for overhead 29,400 
Present overhead 42.000 


Although direct cost savings were recognized im- 
portant source the needed extra margin, was assumed 
that such savings, beyond those normally required cover 
anticipated price reductions, could not counted 
materialize such short notice. 

Needless say, this was very shocking 
reduction for each department head con- 
template. His principal preoccupation for 
many months past had been with finding com- 
petent men, training them worth their 
pay, and building loyalty into them; 
make sense throw away the fruits those 
costly efforts now. therefore were forced 
ask ourselves whether really wanted 
make per cent profit, and thence, 
course, examination major company 
objectives. 

Answering this question required full rec- 
ognition and acceptance each man pres- 
ent that both the annual extra compensation 
“bonus,” which eager earn, and 
the company growth, which necessary 
his career ambitions, must financed out 
profits. Once the profit objective was 
agreed upon worthy, each department 
head was asked see where could best 
make expense reductions this magnitude, 
that is, per cent, and prepare himself ex- 
plain just how badly the company would suf- 
fer from such reductions his department. 


HOW GET TEAM UNITY 


When convened again, was possible 
arrive intelligent compromises. 

The budget finally agreed upon the vari- 
ous department heads provided per cent 
profit, instead the per cent figure 
could otherwise expect. was based the 
following departmental expense figures: 


4th quarter 


(actual) (budgeted) 
Manufacturing $24,000 $16,000 
Sales 10,500 9,500 
Engineering 3,000 2,500 
Administration 4,500 4,200 


But, most important, each department head 
now understood far more clearly his relation- 
ship and importance, member the 
team, the over-all company objectives; and 
had far greater awareness and confidence 
the job his teammates were doing. 


THE POLICY COMMITTEE 


Since was apparently easy for the man- 
agement assume without foundation that 
the men understood objectives and policies 
the company operation, and that they 
would work out needed answers unsettled 
matters purely their own initiative, and 
since obviously these things don’t come about 
themselves, decided discuss them 
more often. Consequently formed “Policy 
Committee” from the five top executives 
the company, including all major department 
heads, with the following declared purposes: 


create greater enthusiasm, work enjoy- 
ment, and accomplishment through clarifi- 
cation the major company objectives and 
the policies needed implement them 

create greater unity purpose and inte- 


gration effort between departments 
implement the major company objec- 


tives with general policies and departmental 
objectives, and obtain agreement depart- 
mental assignments 

review performance under these assign- 
ments and revise the policies assignments 
necessary 

provide counsel department heads, 
help the resolution conflicts, and 
clarify objectives and policies previously 
agreed upon 


Almost before agreed these pur- 
poses, another question arose: What are the 
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Horizons 


STATEMENT MAJOR COMPANY OBJECTIVES 


evolved the Glastic Policy Committee 

CREATING BUSINESS 
create our chosen fields and establish relationships 
which will merit ever growing demand from them. achieve the prestige 
high level innovation bringing these customers better value and 
better level quality and service than they would have received without 
Glastic participation. market our products and services manner 
achieve healthy rate sales growth® relation our industry 
whole. 

CAREER OPPORTUNITY 
provide environment adequately increasing challenge for each 


growing family employees, and which will foster progressive develop- 
ment the aptitudes each employee. provide adequate evaluation 
his performance order to: 

his accomplishments 


further development his abilities 
fair compensation relation his contribution the success 


the company 
PROFITS AND GROWTH 
accomplish the above with efficiency which will provide adequate 
profit® with which to: 
Finance the desired rate growth 
Provide means for better than ordinary compensation for 
employee group doing better than ordinary job 
faith with the stockholders who have invested money the 
enterprise 


the current situation, the long-range target levels are double sales volume every three five years 
and earn enough profits this growth. (Dividends are not immediately contemplated.) 


major objectives the company? Are These objectives weren't really new. Every- 


trying for rapid growth? Return big divi- had been told almost the same things from 
dends quickly possible? career beginning, but now, since the manage- 


tunity for key employees? good place ment had gone record, everyone the 
work for the hourly employees? object company could feel free make suggestions 
personal pride for the managers? develop- relation the written objectives. 

ment organization find new ways Once this committee was found 
things? And when have determined for do. first needed meet 
were trying do, this what all twice week get through all the 
doing? Finally, how shall know items had cover. Now, meeting once 


doing well? month normally sufficient. 
response this, the officers evolved the 
statement shown here—after considerable dis- Efforts 


cussion within the policy committee make first topics were rather casually chosen. 
sure was complete and clear, and, course, They included such questions as: How can 
satisfying all concerned. focus more attention the problem 


gradual accumulation small special produc- 
tion jobs that are producing poor earnings be- 
cause their small volume has caused them 
neglected favor our major product 
lines? What should our guiding objectives 
new product development? How are profit 
performance and departmental expense per- 
formance measuring against our budget? 

Careful minutes were drawn cover 
the significant facts each these meetings, 
and these were read over and criticized 
the next meeting each case. This was con- 
sidered important gaining the confidence 
which comes only with full agreement among 
members team, and full recognition 
that agreement all parties. 

Actions agreed upon were noted separately 
the minutes that the group could later 
follow these points and judge the perform- 
ance achieved. 


Management Attitude 


important element the atmosphere 
these meetings lay the full understanding 
all that: 


All matters top company policy were 
fully agreed upon this group, and each 
question was explored and discussed 
until all could concur. 

Nothing above, however, was remove from 
anyone the line organization his authority 
make, his responsibility for, the final 
decisions his area responsibility. This 
applied department heads and officers 
alike. 

Since the president holds the ultimate respon- 
sibility matters top-level policy, natur- 
ally holds veto power over any decisions 
reached the committee. (It was not ex- 
pected that this would ever necessary, 
and, actual fact, never has been. 


few weeks, was obvious that these 
meetings were promoting much deeper 
understanding over-all company problems, 
although certainly the topics were still very 
loosely planned. good fortune, this 
point the three department head members 
had occasion meet themselves, the presi- 
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dent and vice president having both been 
called out town simultaneously, and they 
took the initiative. They discussed the con- 
duct these meetings some length, worked 
out plan avoid excessive wandering 
meeting discussions and also organized list 
future agenda questions. 


Streamlining the Meetings 


The conduct rules which these department 
heads developed included such items 
Agenda must drawn, the chairman, 
such manner confine discussion 
single topic, and must man- 
ner that will offer reasonable prospect 
improved clarification and agreement 
the group. The agenda must announced 
ample time, and preferably agreed upon 
the previous meeting. Each member 
who has comments make the subject 
shall draw them writing, and shall route 
them each the other members least 
two days before the meeting. 


This last has turned out invaluable. 
the first place gives the man who feels 
strongly particular subject chance 
state his case carefully advance that 
others have chance consider their posi- 
tions before the meeting. Secondly, gives 
management enough time consider its posi- 
these vital questions. proposed position 
not acceptable, the management least 
has chance evolve some compromise sug- 
gestions that are constructive rather than 
purely negative. Thirdly, this medium re- 
markably effective keeping the meeting 
the point, since written suggestions are always 
covered before any last-minute verbal digres- 
sions. 


The agenda items covered during the next 
few months included such subjects the fol- 
lowing: 

What type questions properly belong before 

this committee? 
the committee reach decisions, 
merely conclusions? 
Should review operating statements? 
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approve capital expense re- 
quests? 

May entertain questions regarding 
definition job responsibilities? 


What unique about our business? 

What identifies those areas where 
should offer outstanding value our 
customer? 

What offer that’s better than 
what our competitors are offering? 


encourage and what sorts want 
discourage? 


Specifically who our organization 

sponsible for initiative regarding such ques- 

tions as: 
How shall increase productive ca- 
pacity and when such increase 
needed? 

What are our cost reduction targets 
and plans? 

relation estimates? 

Should review prices relation 

costs? 


How shall handle capital expense needs? 
Who expected propose expendi- 
tures? 
What form shall requests take? 
How often should they occur? 
what basis will they judged 
and whom? 


Can funds obtained beyond expense budget 
for cost reduction projects and 
what basis? 


What are our pricing policies? 
charge what the traffic will 
bear, what the cost requires? 
what figure does the price required 
get large job become too low 
interest us? 


Are our salary policies sound? 
really paying community rates? 
Are paying enough attract top- 


caliber men salaried jobs? 


Are people staying with out habit 

rather than from happiness? 

Are job requirements well enough de- 
scribed? 

Are reviewing with employees 

often enough? 


Should divisionalize manufacturing? 

Would get better efficiency 
making product supervisor respon- 
sible for efficiency product line 
rather than shop operation? 
Should methods engineering come 
under each product supervisor rather 
than under the chief engineer? 


Can tie bonus payments directly depart- 
mental cost goals and sales goals rather than 
over-all profit objective? 


addition these special topics, course, 
most important part our function was 
review budget performance and agree 
new budgets required. 


BENEFITS BEGIN SHOW 


found that these meetings were serving 
wonderful educational medium for all 
concerned, less time-consuming medium 
and one more immediately useful than formal 
classes the art business management 
would have been. 

also found the meetings made the job 
management much easier, well better, 
many ways. Every manager runs into cer- 
tain questions whose pros and cons are 
balanced that defers making decision, 
hoping that after little time the balance will 
swing more clearly one direction. Often 
defers these things longer than should. 
Much help can had from frank discus- 
sion such question with policy commit- 
tee. the first place, the lack decision 
has been irritating several members the 
committee, parties the difficulties the 
problem they become more tolerant the 
situation, and secondly, they may very pos- 
sibly able throw some useful light 
the subject, or, simply approving 
ticular course action, convince the man- 
ager that arbitrary decision worth the 
risks involved. 

excellent example this, found 
business, the problem proper 
timing for cutting back the salary force under 
conditions reduced volume. “Should 


retrench now, wait see how the business 
picture looks another days?” were 
surprised how realistic attitude the pol- 
icy committee took toward this question, and 
how much easier this share-the-problem pro- 
cedure made such decision. Similarly, 
were surprised the 
tic analysis the problem getting better 
attention and efficiency our various special 
products activities. The management had 
been afraid that pulling good man out 
the line organization head “special 
products” department might have bad effect 
more important regular work. The 
committee didn’t hesitate reach affirma- 
tive opinion this; they saw what 
seen, that the regular products work would 
gain even more than the special products 
when supervisors the former were longer 
distracted with the “nuisance” problems 
abounding special products work. 


Most Important Results 


Our rather spectacular reduction overhead 
—accomplished with very little loss cus- 
tomer services—produced profits 1957 
nearly 300 per cent above the levels antici- 
pated the time our annual forecasting 
late 1956. And this regarded minor 
importance compared the improved atti- 
tude and the resultant great gain capacity 
for growth that believe our organization 
has accomplished over the past year. 
Evidence this improved mutual respect 
and confidence appeared recently during 
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discussion between our plant superintendent 
and his boss, J., about hiring good people 
without “buying” them: 


courage him come work here rather 
than someplace else his list? 


Because have freedom the work 
like without interference. 


new angle. year ago you ac- 
cused treating you first-class 
errand boy. 


You've changed lot the past few 
months, 


changed, Joe. You have. 


retrospect really been hard 
all this. The men themselves have been 
anxious for knowledge and for uniformity 
purpose that they have done almost all the 
work required, asking only the assurance 
acclaim for job well done. 

Men and management now have far bet- 
ter understanding our mutual hopes for the 
future and our plans for getting there, well 
real confidence these goals and each 
other: have made real progress toward 
attitude informed and confident eager- 
ness. All from our resolution year ago 
find together better means communication 
and agreement! 


say that the welfare others, like our own, consists widening and 


deepening the perceptions that give activity its meaning, educative 


growth, set forth proposition political import. “make others 


happy” except through liberating their powers and engaging them activi- 


ties that enlarge the meaning life harm them and indulge our- 


selves under cover exercising special virtue. 


—John Dewey 
MORALS AND CONDUCT 
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VALUE-OF-SERVICE PRICING 
for the RAILROADS 


The basic downward trend the railroads cannot halted short- 


run financial aid easing current regulations. legal-economic 


compromise value-of-service pricing may not the whole answer 


for their ills, but certainly one worth reappraisal. 


GEORGE WILSON 
CURRENT plight the railroads has at- 


tracted widespread attention and caused 
considerable alarm. Although there nothing 
the immediate situation that cannot 
cured substantial increase real the 
railroad difficulties engendered the current 
recession have been superimposed upon 
more basic problem evidenced persistent 
long-run decline the rail share intercity 
ton-miles. The concurrence the immediate 
with the longer-run decline only aggravates 
the railroad difficulties. But must distin- 
guish between the two; short-run financial as- 
sistance and modification certain regulatory 
restraints cannot resolve the more basic and 
persistent downward trend. 

One the key explanations the declining 
share rail traffic the persistence and prev- 
alence monopolistic pricing practices (that 
is, value-of-service pricing) the face in- 
creased competition. But for industry with 
high overhead costs and chronic excess ca- 
pacity, value-of-service pricing essential 
private, nonsubsidized ownership 
maintained. Notwithstanding the increase 
competitive pressures, 
ing still has essential role play the pric- 
ing transportation services. however 
role considerably modified the rise al- 
ternative media since the late Indeed, 
must now used with great care lest sub- 
stantial traffic shifts occur. view these 
facts rather disturbing note consider- 


able degree confusion the meaning the 
phrase “value and particular, 
the appareni divergence viewpoints about 
the legal and economic interpretations. 


ECONOMIC VERSION 
VALUE-OF-SERVICE PRICING 


The phrase “value service” defined 
most leading transportation textbooks 
highly ambiguous fashion and frequently 
contrasted with “charging what the traffic 
will bear.” For example, Locklin defines the 
latter concept “charging the rate each 
commodity which, when the volume traffic 
considered, will make the largest total con- 
tribution fixed overhead costs.”' This 
means nothing more than setting rates which 
maximize net receipts. However, defining 
value-of-service pricing “the highest charge 
that can levied without preventing ship- 
ment from (p. 154) Locklin implies 
that value-of-service pricing does not consider 
the effect rates upon volume traffic. But 
this surely irrelevant, for intelligent busi- 
nessman prices his product without reference 
the effect such price sales volume. 

see purpose drawing distinction 
between these two concepts; indeed, there 


Philip Locklin, Economics Transportation (3d 
ed.; Homewood, Richard Irwin, Inc., 1954), 
156. The emphasis mine. 
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economic distinction between them. Value- 
of-service pricing transportation firms in- 
volves setting rates for each commodity that 
maximize the net revenue received from ship- 
ping each commodity. Such pricing policy 
clearly considers the effects rates volume 
traffic offered. understand value-of- 
service pricing must examine the level and 
elasticity the shipper demand for transpor- 
tation service.” 


The Nature the Demand for Transportation 


For any specific commodity, the demand for 
transportation will generally consist two 
components: 

First, units output must transported 
certain distance the producing center 
located point other than the mar- 
ket. the short run, the firm has dis- 
cretion over the aggregate freight rate 
per unit, given the plant location with 
respect the market, except the 
carrier type employ. the long run, 
course, the plant can relocate the ne- 
cessity transport certain distance pre- 
sents unsupportable cost penalty. 
Second, while the producer has little dis- 
cretion the short run over the freight 
charge per unit, does have discretion 
over the number units produced 
and shipped. This latter component has 
greatest relevance the short-run elas- 
ticity demand for transportation. 


the freight rate any commodity re- 
duced, this permits 


New markets reached 

price reduction existing markets—which 
expands sales amount dependent upon 
the elasticity demand for the product 


The elasticity demand for transportation refers 
the degree sensitivity ton-miles service demanded 
response freight-rate changes. More precisely is: 

change ton-miles service demanded 


change freight rate per 
elastic demand one where this ratio exceeds (that 
is, demand for ton-miles highly sensitive rate 
and inelastic demand one where this ratio 
less than (that is, demand for ton-miles relatively 
insensitive rate changes). 


increase the freight rate would course 
have the opposite effect. 


Determinants the Value the Service 


Now, theoretically, the maximum-profit rate 
depends upon three main factors: 


First, the value the product relative 
the cost providing the transportation 
service. The greater the value the prod- 
uct, the less significant the freight charge; 
this makes the amount the product 
shipped rather insensitive freight-rate 
changes. Conversely, the commodity 
relatively low value, freight rates be- 
come more significant cost item; 
hence, the movement lower-valued 
commodities tends more sensitive 
freight-rate changes. 


Second, the degree monopoly power 
the shipper the product market. This 
determines part his ability pass 
along “monopolistic” freight rates the 
consumer absorb freight costs and 
reduce “excess” profits. The greater the 
degree monopoly power; the less sensi- 
tive the number units shipped 
freight-rate changes. 


Third, the sensitivity the sales the 
product being shipped changes its 
price. Other things being equal, the value 
the transportation service will vary in- 
versely with the elasticity demand for 
the product. This because when the de- 
mand for any product very elastic, 
increase price will cause substantial 
reduction sales. freight rates are in- 
creased, and this results price rise 
for commodity whose sales are very 
sensitive price changes, the number 
sales, and therefore the number units 
shipped, will drop sharply. 


Therefore, the value the transportation 
service varies directly with the value the 
product, directly with the degree monopoly 
power the shipper the product market, 
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RATES COSTS PER TON-MILES 


REVENUE TON-MILES 


FIGURE 
Example, Value-of-Service Pricing 


but inversely with the elasticity demand for 
the product. 

However, given the institutional realities 
the transport market (in particular the Inter- 
state Commerce Act, which prohibits personal 
discrimination rate-making based upon the 
degree monopoly power the shipper 
would not permitted. Indeed, the bargain- 
ing power large shippers may preclude ex- 
cessive freight rates, unless there collusion 
with the transportation agency pass along 
excessive rates the consumer. Thus, the 
value service depends solely upon the value 
the commodity and its demand elasticity, 
since rates based monopoly power ship- 
pers are prohibited law. 

Depending upon the relative significance 
these economic factors, certain products 
will move freely rates well excess 
those that will not move other products all— 
even though actual shipping costs for the two 
types products are equal. Thus optimum- 
profit rate structure, free from personal dis- 
crimination, would involve discrimination 
the basis type product such extent 
that all “product surpluses” (difference be- 
tween what shipper would willing pay 
and what actually pays) would elimi- 
nated; that is, converted into carrier revenue. 
Figure illustrates this for three commodities. 
Assume that OM, MN, and are the maximum 
ton-miles required for shipping products 


and respectively their current volumes 
output specific market and with the current 
pattern industrial location. rates charged 
were OP, and less, for and 
respectively, the maximum traffic would still 
move, but any higher rates traffic would 
These rates represent the value the 
service. the cost* shipping all three commod- 
ities were equal (say, then cost-rate struc- 
ture would yield revenue equal OWSN, and 
product surplus equal the shaded area would 
lost the carrier. Hence, differential pricing 
would yield substantially increased revenues and 
profits, assuming that rate were estab- 
lished for would greater than equal 
the marginal cost shipping revenue ton- 


miles 


Therefore, value-of-service pricing seeks 
eliminate product surpluses and maximize 
profits. However, this applies only transpor- 
tation whole single carrier monop- 
oly. there competition between transpor- 
tation firms (say railroads and trucks for this 
traffic, then even trucking costs per ton-mile 
exceed OW, the trucks will obtain the traffic 
remunerative rates (that is, above their 
costs, but equal below the rail rates 
and for and B), but will leave the rail- 
ways with the lower-valued traffic com- 
modity such instances, value-of-service 


That is, rates exceeded OP, NQ, and for com- 
modities and respectively, the transportation 
agency publishing these rates would lose all the traffic 
these products, either competing carriers because the 
high rates would force the commodity prices level that 
the market would not “stand.” Hence such rates would 
instrumental pricing the product out the market; they 
would become merely “paper” rates. this accepted, 
then would appear that the demand schedule for spe- 
cific transportation service “kinked.” the left the 
kink the schedule may perfectly elastic (as assumed 
Figure 1), or, more likely, highly inelastic. the other 
hand, below the kink, the schedule may perfectly in- 
elastic the short run within relevant range, 
least highly inelastic. 

Basically, however, makes difference the concept 
value-of-service pricing adopted here whether not 
the transport demand kinked. The 90-degree angle kink 
pictured Figure simply facilitates the exposition. 

ton-miles and represented total traffic, the 
cost referred here would average total cost average 
variable cost, assuming substantial excess capacity the 
short run. and represented extra traffic, the mini- 
mum cost would marginal cost. 
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pricing has the effect providing umbrella 
under which higher-cost agency can operate 
and divert substantial traffic itself. the 
terminology indicated above, the existence 
truck competition has the effect lowering 
the maximum-profit rate level (to the rail- 
ways and converts the rates and into 
“paper rates.” The failure railroads adjust 
such rates their costs provides happy 
hunting ground for the motor 

the regulated motor carriers copy the rail- 

road rate structure, then one two things will 
happen: 

The critical rate level will maintained, but 
railroads and trucks will share the traffic 
the basis service advantages. 

Unregulated truckers (private, contract, 
exempt) whose rates reflect their costs will 
capture the traffic, and both the regulated 
rail and truck rates will become paper rates. 


This second possibility far from purely the- 
oretical; is, fact, occurring contempo- 
rary transportation. Pervasive competition 
within the transportation field reduces sub- 
stantially the value service any particular 
form transport redueing the amount 
product surplus that any carrier type can ab- 
sorb through such pricing policy. 

However, prior the late railroads 
did have effective and pervasive monopoly 
power even under regulation. was during 
this period that systematic pricing the basis 
value service was developed the form 
freight classification with exceptions, com- 
modity rates, and forth. Given this monop- 
oly power the railway industry, given dif- 
fering elasticities industrial demand for 
transportation, and given the ability clas- 
sify sales ton-miles service the basis 
type product shipped (so that 
there can shifting the part shippers 
from the high- the low-priced markets 
this form price discrimination practical 
and profitable policy. 

Barriger, “Rate ‘Ceiling’ Truck Costs 


Would Greatly Increase Revenues,” Railway Age, 
(July 28, 1952), 33. 


LEGAL CONSTRUCTION 
VALUE SERVICE 


The law requires that rates “reasonable.” 
This involves consideration two “values.” 


One the value the total service the 
particular transportation enterprise. 

The other the value specific service, 
such movement particular commodity 
between designated points. 

The former has reference the general level 
rates and the latter the level indi- 
vidual rate. far value service pric- 
ing principle concerned, obviously more 
closely connected with the latter. Indeed, the 
Supreme Court has several occasions indi- 
cated the dichotomy existing between criteria 
relevant determination the general level 
rates and individual rates. For example: 

“Where the rates whole are under considera- 

tion, there possibility deciding, with more 

less certainty, whether the total earnings 
afford reasonable return. But whether the car- 
rier earned dividends not sheds little light 
the question whether the rate particu- 
lar article reasonable. For, the carrier’s total 
income enables declare dividend, that 
would not justify order requiring haul 

one class goods for nothing, for less than 

reasonable rate. the other hand, the carrier 

earned dividend, would not have warranted 
order fixing unreasonably high rate such 


another case, the Supreme Court stated 
flatly and succinctly that “there nothing 
the act requiring the use the net return 
evidence fix particular 


Reasonableness Specific Rates 
and the Public Interest 


While the Act requires that individual rates 
just and reasonable, little help can 
obtained from considerations whether 
not the general level rates yields “fair 
return fair value.” Furthermore, the 1cc 
and the courts had wrestle their early 
decisions (prior the with the 


Int. Com. Comm. Union Pacific (1911), 222 
U.S. 549. 
Dayton-Goose Creek Ry. U.S. (1923), 263 U.S. 483. 
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rather difficult problems price discrimina- 
tion and the public welfare time when 
professional economists themselves were de- 
bating whether discrimination 
product use railroads was monopolistic 
phenomenon practice arising from the 
existence joint common costs.* Further- 
claimed its first annual that dis- 
crimination the basis products shipped 
railways was socially desirable, doubt- 
ful that many economists that time, even 
today, would have accepted this position 
without reservation. Thus the 
and the courts were forced work without 
the benefit well-defined 
ciples. Despite this, the interpretations given 
value service the early decisions were 
very close the modern theory price dis- 
crimination. The following citations indicate 
the interpretations: 
“The value the service shipper general 
sense the ability reach market and make 
“Consideration must given the value the 
service. some commodities and the industries 
that use them can well stand rates that yield lib- 
eral profit the carrier can afford transport 
low rates other commodities that could not 
move except under low rates, and the com- 
merce and welfare the country promoted 
the widest possible diffusion and ex- 
change the products the mine, the forest, 
the farm, the mill, the furnace, and the 


The entire first citation and the word “stand” 
the second citation imply very clearly that 
value service means absorption product 
surpluses the carriers. Another aspect 
reasonableness involves the ability rates 


See the famous Pigou-Taussig discussion: Pigou, 
Economics Welfare (4th ed.; New York: Mac- 
Pigou, “Railway Rates and Joint Cost,” Quarterly Journal 
Economics, xxvu (May and August, 1913), 535-36 and 
687-92. 

Interstate Commerce Commission, First Annual Report 
the Interstate Commerce Commission 1887 
ton: U.S. Printing Office, 1887), pp. 30-31. 

Coal Co. Pittsburgh L.E.R. Co. (1889), 
442. 

Co. (1913), 132. 


move traffic. 1923, the Commission pointed 
out that “the rate level necessary move 
determining reasonable rate and, 
1927, “we can disregard the value 
the service the shippers; that is, what 
rates the commodity can bear without cur- 
tailing the 

However, this construction value serv- 
ice was not consistently adhered to. For 
example, 1927, the stated that “it does 
not follow that rates which permit freedom 
movement are necessarily reasonable. 
this were true, ‘what the traffic will bear 
would the standard 
Presumably, from time time the Commis- 
sion had definite feelings that “what the traf- 
fic will bear” would extortionate and would 
tend yield monopoly profits. would 
analogous the railways’ utilizing their mo- 
nopoly power force coerce shippers 
pay excessively high rates obviously contrary 
the public interest. 1933 the Commission 
argued that “it would unjust compel 
traffic pay rates which yield exorbitant 
profit over cost, merely because can pay 
such rates and continue move. Regulation 
such basis would equivalent the 
exercise the power the 
same case the Commission went further, say- 
ing that: 

“In determining reasonable freight rates, 
have always recognized that consideration should 
given, among other things, what has been 
called the value the service. This has never 
been very clearly defined, and has been con- 
fused with what the traffic will bear. There 
some resemblance between the two things, but 
they are not identical. has been deemed rea- 
sonable that the higher valued commodities 
should pay somewhat higher rates, relatively, 
than the lower valued commodities, and that the 
relative burden transportation cost the dis- 
tribution product should taken into ac- 
count. That is, substance, what meant 


Penick Ford Director General (1923), 
156. 

Lignite Coal from North Dakota (1927), 126 247. 
The emphasis mine. 

Southern Cement Rates 132 1cc 446. 

Mountain-Pacific Oil Cases (1933), 192 1cc 637. 
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giving weight the value the service. 
equivalent charging what the traffic can rea- 
sonably required bear. But charging what 
the traffic will bear carries this doctrine 
extreme, and have never recognized that 
has any place public regulation.” 


Here the explicit statement that value 
service equivalent what the traffic can 
reasonably bear. This appears the pre- 
vailing legal doctrine today well the basic 
attitude the Commission. Hence, the funda- 
mental difference between the economic and 
legal conception (including that the 1cc) 
value-of-service pricing the legal applica- 
tion “rule reason” with respect what 
the traffic will bear. 

further difference, though only degree, 
the necessity for the Commission consider 
the effect rates upon the movement traf- 
fic. The freest possible commodity movement 
the public interest, and while also 
the carriers’ interest move commodities, 
profit. higher return can had through 
increased rates but lower volume traffic, 
the profit motive will dictate higher rates. 
This may may not the public interest, 
depending upon the extent which the rate 
exceeds the average total cost, and upon 
whether not the extent this excess re- 
quired “subsidize” other traffic that would 
move only rates below fully allocated costs 
but above marginal cost. 


may conclude that the legal version value 
service includes two elements lacking the eco- 
nomic version; namely, rule reason and the effect, 
the public interest, rates upon the movement 
products. These elements appear constitute the 
essential difference between the law and economics 
differential pricing transportation. Our prob- 
lem analyze the conditions under which these 
two aspects may harmonized. 


The Public Interest Transportation 


The public interest generally refers, eco- 
nomic matters, optimum (or most effi- 


16 


Mountain-Pacific Oil Cases, 636. The emphasis 
mine. 


allocation resources. For present 


purposes may construe the public interest 
transportation anything occurring 
transportation that augments real More 
specifically, the public interest may defined 
the maximum movement com- 
modities the lowest rates consistent with 
the most efficient utilization the resources 
devoted transportation. This definition 
the public interest transportation involves 
two maxima—the greatest rational commodity 
movement and the most efficient plant and 
equipment utilization; and one minimum—the 
lowest rates consistent with and conducive 
the two maxima. 


The greatest “rational” commodity move- 
ment. The first maximum requires movement 
commodities the most profitable markets 
that price differentials any commodity 
spatial competition reflect only different trans- 
port costs. this manner locational advan- 
tages industries would insured. the 
long run this would tend toward optimum 
location industry (by giving more weight 
the other determinants industrial loca- 
and hence would tend increase 


the sense elimination the fullest 
possible extent cross-hauling and circularity move- 
ment. 


have two regions, and both which produce com- 
modity and both which are equidistant from the 
major market; and region possesses inherent advan- 
tages that its local production costs are below those 
region the transport system will not quote preferential 
rates region permit compete effectively the 
market. preferential rates are quoted, then this pre- 
cisely analogous subsidies region granted the 
carriers involved and indirectly emanating from other users 
the carriers involved, assuming alternative opportunities 
other than exist region for which its comparative 
advantage greater. 


good example rates can found 
the movement oranges from both California and Florida 
the New York market. California oranges can compete 
with Florida oranges the New York market largely be- 
cause vast blanket rates offered western railroads 
California producers. other words, Florida’s locational 
advantage offset lower rates per ton-mile for 
fornia oranges. Thus the railroads have helped maintain 
the orange industry California the expense opti- 
mum allocation resources. 


if 
7 
7 
7 
7 
7 
7 J 

7 
7 
4° 


BusINESS HORIZONS 


other words, preferential freight rates 
operate somewhat like protective tariffs for- 
eign trade. They present barriers the ad- 
vantages locational specialization, result 
lower potential and therefore operate 
the detriment the public interest. 
eliminate such discriminations “quasi- 
tariffs” and obtain higher the first 
maximum would essentially involve equal 
rates (modified regional cost differences 
per ton-mile each carrier particular 
type for each commodity regardless the re- 
gion origin. However, does not require 
rates based marginal cost, which would 
eliminate value-of-service pricing. Further- 
more, abandonment value-of-service pric- 
ing favor marginal-cost pricing for rail- 
roads would undoubtedly lead substantial 
carrier losses for two reasons: 

industry subject short-run increas- 
ing returns (railroads, for particular move- 
ment), marginal cost below average full 
cost. 


Long-run marginal costs are above short- 
run marginal costs; rates are set the 
basis the latter, long-run normal rate 
return will not realized. 

Equal rates per ton-mile for each com- 
modity regardless region would require 
fairly substantial alteration existing railroad 
practice. Such procedure would unequiv- 
ocably desirable only there were readily 
available alternative opportunities the re- 
gions excluded from the major markets. the 
absence alternative opportunities, which 
comparative advantages would greater, 
equal rates per ton-mile would involve long- 
run exodus resources from the excluded re- 
gions. This might not desirable noneco- 
nomic grounds, although 
would increase GNP. 


The most efficient utilization railroad 
equipment. The second maximum, the most 
efficient plant utilization, fairly readily 
handled for railways. That is, given the neces- 
sity serve various points regularly, and 
given adequate supply boxcars, anything 
that expands ton-miles will give fuller utili- 
zation capacity and will result lower 
average total costs (since railroads are subject 


increasing returns Thus, while unique 
point optimum utilization transportation 
plant and equipment readily discernible, 
can generally suggested that greater vol- 
ume tends toward more efficient utilization 
long excess capacity present. 

The problem rates. seems apparent 
that differential pricing per the part 
single carrier would not inevitably harmo- 
nize with the public interest either reduc- 
ing circuity and cross-hauling ensuring 
equal rates any commodity regardless 
region. Only competition regulatory fiat 
would guarantee equal rates. Nor would iden- 
tical rates per ton-mile necessarily ensure 
reduction circuity (except where rates 
equaled marginal cost and overhead costs 
were negligible), since carrier having 
more circuitous route between 
could still compete with the short-line carrier 
were willing accept lower “net-back” 
the shipment. long the two rail lines 
were owned separately, and long they 
had excess capacity, equal rates would not in- 
evitably reduce circuity. Similarly, long 
the transport system the aggregate was not 
under single management, 
hauling some extent would prevail. 


RECONCILIATION THE 
LEGAL AND THE ECONOMIC 
VERSIONS VALUE 
SERVICE 


Given the present general institutional ar- 
rangement the U.S. transportation system, 
the only relationship between the legal and 
economic conceptions value-of-service pric- 
ing lies potentially increased production 
ton-miles possibly increased production 
ton-miles more socially desirable com- 
modity, even this were offset reduction 
the movement less socially desirable 
commodity. The economic application 
value-of-service pricing, involving carrier ab- 
sorption product surpluses, will the 
public interest and hence reasonable, the 
rates charged the higher-rated commodi- 
ties yield revenues sufficiently above average 
total cost permit less than full-cost pricing 


VALUE-OF-SERVICE PRICING FOR THE RAILROADS 


TABLE 


Ratio Carload Revenues 


Out-of-Pocket Costs 
Commodity Group 1951 1949 1947 1939 


Products agriculture 134 142 121 135 


Animals and products 117 128 106 125 
Products mines 127 129 132 178 
Products forests 129 135 127 153 
Manufacturers and 

miscellaneous 180 192 165 203 


Adapted from Bureau Accounts and Cost Find- 

ing, Interstate Commerce Commission, DISTRIBUTION 

THE RAIL REVENUE CONTRIBUTION BY COMMODITY 

1951, Statement No. 7-53 (Washington: U.S. 

Printing Office, 1953), The figures refer only 

railroads. 
other commodities that cannot bear rates 
based fully allocated costs. (This applies, 
however, only the social value the re- 
duced movement the 
less than the social value the 
increased movement the lower-rated com- 
general this the case; higher- 
rated items tend have higher market values, 
which reduces the relative significance 
freight charges. Following hallowed eco- 
nomic dictum, the less important any factor 
the total cost structure commodity, 
the more inelastic its demand schedule, and 
vice versa. 

Thus, the higher rates permit reduced 
rates lower-valued commodities, then 
value-of-service pricing will undoubtedly lead 
net increase commodity movement. 

However, there difficulty here with the 
lower-valued commodities. These tend gen- 
erally necessities life basic products 
mines, farms, and forests, whose movement 
and consumption prime necessity, and 
which consequently possess relatively in- 
elastic consumer demand. This produces 
relatively inelastic transportation demand. 
With respect the elasticity transportation 
demand for the lower-valued basic products 
there are therefore two opposing tendencies: 


inelastic consumer demand pro- 


motes relatively inelastic transportation 
demand. 


Assuming they are not perfectly rate inelastic. 


relatively large proportion the market 
value represents freight charges, which tends 
create larger degree freight-rate 
elasticity. 


Elasticity Transport Demand for 
Commodity Groups 


indicate which the two opposing tend- 
encies for the lower-valued 
dominant, need measure freight-rate 
elasticity for various commodity groups. Pre- 
cise data compute elasticity are not avail- 
able. However, the 1cc publishes data showing 
the ratio carload revenues out-of-pocket 
costs for broad commodity groups (Table 1). 
general the higher this ratio, the greater the 
inelasticity transport 

The relative freight-rate elasticities for the 
various years are what one would generally 
expect the ratio freight charges market 
value the dominant factor. That is, the man- 
ufactured commodities tend have higher 
ratio carload revenues out-of-pocket cost, 
which means that they are relatively more 
freight-rate inelastic than the other, lower- 
valued commodity groups. 

Although may argued that the com- 
modity groups Table are too broad, any 
selection specific products would dis- 
torted because the figures pertain only 
particular transportation 
For any specific item, the elasticity the de- 
mand for transportation will increase with 
the number media that transport it. com- 
modity may relatively freight-rate inelastic 
for all forms transportation, but highly elas- 
tic carriage particular medium. 
eliminate the degree elasticity engendered 
intercarrier competition and not emanat- 
ing from the commodity itself, consolidated 
set these figures for all media would 
necessary. 

That is, let construe carload revenues reflecting 
the “price” average revenue for transport services. 
Mathematically, the greater the inelasticity the demand 
(or average revenue schedule, the greater the vertical dis- 
tance between average and marginal revenue. Since, 
equilibrium, marginal revenue equals marginal cost, fol- 
lows that the greater the ratio carload revenues out- 


of-pocket (or marginal) cost, the greater the inelasticity 
transport demand and vice versa. 
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any rate, poor the evidence is, may 
assume that generally true that the prod- 
ucts animals, mines, forests, and agriculture 
have lower market values than manufactured 
goods, and that therefore the freight charges 
the former tend larger proportion 
the total value (see Table 2). Other things 
being equal, this renders them more freight- 
rate elastic—despite the probability that these 
items have relatively higher inelasticity 
consumer demand than manufactured goods. 
Because the statistics are general, can- 
not conclude unconditionally that the elastic- 
ity consumer demand less importance 
ascertaining the sensitivity movement 
commodities freight-rate changes than the 
ratio freight charges market value. How- 
ever, the available data 
generally. 

this conclusion valid, there less equiv- 
ocation about the general desirability 
value-of-service pricing. That is, since the 
higher-rated commodities tend possess 
greater degree inelasticity transportation 
demand due their relatively higher market 
values, higher rates for these commodities 
will probably result net increase com- 
modity movement—assuming the excess reve- 
nue contribution used quote lower rates 
for lower-valued commodities. This would 
conducive the socially desirable criteria 
maximum, commodity movement and 
greater utilization transportation plant and 
equipment. 


Value Service and Monopoly Profits 


the absence competition, value-of- 
service pricing may lead excess contribu- 
tions overhead costs. Such exploitation 
the differing elasticities shipper demand 
could lead the monopoly profits typically 
thought representing maldistribution 
resources and incomes. Since this situation 
clearly contrary the social welfare, the 
“fair return fair doctrine can 
service here. the structure rates 
deemed satisfactory; that is, individual 
rates are reasonably related one another, 
then monopoly profits may arise because: 


TABLE 
Relation Freight Revenue 
Wholesale Value Selected 
Commodities 1946 


Commodity Ratio 
Manufactured Products 
Machinery and boilers 1.97 
Agricultural implements 3.73 
Automobiles, passenger 6.23 
Tobacco, manufactured products 0.76 
Cotton cloth and fabrics 1.08 
Furniture, nonmetal 2.73 
Manufactures and miscellaneous 
general 3.88 
Other Products 
Straw 47.82 
Bituminous coal 38.51 
Lumber 17.16 
Oranges and grapefruit 16.74 
Products agriculture 5.58 
Products mines 23.13 
Products forests 12.80 
Animals and products 2.68 


Adapted from Bureau Transport Economics and 
Statistics, Interstate Commerce Commission, FREIGHT 
REVENUE AND WHOLESALE VALUE DESTINATION 
COMMODITIES TRANSPORTED CLASS STEAM RAILWAYS 
IN THE UNITED STATES, CALENDAR YEAR 1946 AND JULY- 
DECEMBER, 1946 (Washington: U.S. Gov’t Printing Of- 
fice, 1948), pp. 16. 


The general level the entire rate structure 
too high. 

The carriers have failed reduce rates 
certain commodities sensitive such reduc- 
tions. 


Upon discovery monopoly profits, the 1cc 
could order either general rate reduction 
specific reductions particular rates. there 
excess capacity, then the social interest 
would require rate reductions commodities 
with higher social value the expense 
movement commodities with somewhat 
lesser social value. 

value-of-service pricing leads greater 
commodity movement lower average 


reduction what may call the “transport rate” 
will have further economically desirable consequences, 
such widening the market and thus permitting greater 
specialization. 


VALUE-OF-SERVICE PRICING FOR THE RAILROADS 


with excess profits, then the public interest 
will advanced, long the rates per ton- 
mile are the same throughout the nation for 
all carriers the same type for any particular 
commodity. The specific conditions under 
which this seems likely occur have been 
examined previously this article. Under 
these conditions, the legal and economic con- 
ceptions value service may reconciled. 


Value-of-Service Pricing and Intercarrier 
Competition 


But this reconciliation have ignored 
intercarrier competition. How does such com- 
petition affect the social desirability value- 
of-service pricing? the first place, clearly 
limits excessive absorption product sur- 
pluses. This turn limits excess profits. How- 
ever, where the could order general rate 
reduction upon the emergence excess 
profits, competition serves reduce rates 
only commodities whose elasticity trans- 
port demand generally low (as argued 
above )—that is, high-valued commodities. 
rates were previously properly adjusted 
one another the basis ability pay, 
intercarrier competition introduces distor- 
tion. This “distortion,” reducing the degree 
rail absorption product surpluses, limits 
the extent internal subsidization possible, 


necessitating higher rates noncompetitive 
less competitive traffic, and thereby com- 
pounding the rate structure distortion. 

But much the noncompetitive traffic 
relatively low value, its transport demand 
elasticity must rather high; hence rate in- 
creases here would not improve the railway 
revenue position. Even the transport de- 
mand were somewhat inelastic, increased 
rates would invite competition the rail 
rates approached the marginal cost other 
media. Intercarrier competition thus serves 
distort the rate structure fashion that re- 
duces railway revenues. Nonetheless, such 
competition probably the public interest 
its reduction the general rate level and 
its addition total commodity movement. 

The only economically desirable solution 
the railway’s plight increased efficiency and 
careful reappraisal value-of-service pric- 
ing. inflationary era, clear that gen- 
eral rate increases must applied selectively 
and only after careful study the value the 
service. also clear that value service (as 
construed here) fast approaching cost 
service, with the former declining due com- 
petition and the latter rising due inflation- 
ary pressures. Studies both cost and de- 
mand factors thus coalesce and are vital 
importance the entire future 
transport. 


most notable feature the Greek roads the depth and multiplicity 


wheel-ruts. 


There can doubt that the Greek wheel-ruts were the result 


intentional engineering practice. This shown the consistent depth 


width and gauge the ruts and the fact that some cases there 
exist paved roads which the ruts occupy the centres specially laid stone 
setts. Such rut-roads are akin the ‘stone frequently used 
British quarries and collieries before the Industrial Revolution. Indeed, 
their likeness railways extends even the provision sidings facilitate 
the passing traffic single-track routes. 


—R. Forbes 
HISTORY TECHNOLOGY 
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CHALLENGE AND REWARD 
LATIN AMERICA 


PETER 
GRACE 


SYMPATHETIC UNDERSTANDING 
AND WILLINGNESS HELP 
ARE NOT ENOUGH. GRACE 
MAKES SOME SUGGESTIONS FOR 
POSITIVE STEPS CEMENT 
INTER-AMERICAN RELATIONS— 
STEPS THAT PROFIT BOTH SIDES 
THE RELATIONSHIP. 


HROUGH OUR preoccupation 
pressing problems Europe, Asia, and 
the Middle East may have allowed our- 
selves nation forget that the issues 
Latin America confronts are equally urgent. 
may have overlooked, too, the fact that 
since the end the war Latin America has 
been plagued host problems, primarily 
economic, that have resulted social and po- 
litical pressures, and sense economic in- 
security. Latin Americans have developed 
belief, which far too little overcome, 
that the United States paying insufficient at- 
tention them. result much the re- 
sponsibility for remedying the ills that affect 
our normally friendly relationships rests upon 
our shoulders. 

the present time our Administration 
Washington, the Congress, and the American 
people whole are inquiring into the status 
our Latin American relations. This study 
should lot good: will result, feel 
certain, positive action toward determining 
and resolving the problems that most affect 
mutual understanding. Various aspects our 
inter-American relations are particularly fa- 
had over century business experience 
Latin America. Before commenting them, 
should like review briefly where the 
stands Latin America and what this vast 
area means not only nation but 
individual Americans. 


LATIN AMERICA’S RESOURCES 


The most salient fact our relations with 
Latin America that the United States has 
tremendous economic, military, and political 
stake this part the world. The nations 
therein have total population over 184 
million people compared with our own 171 
million. even greater significance the fact 
that the fastest growing area the world, 
with population increase the rate 2.4 
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per cent year compared the United States 
rate 1.6 per cent. Assuming continuation 
these growth rates, Latin America 1975 
will have 282 million people, compared with 
228 million for the United States—or mil- 
lion more people than our country. the 
turn the century our southern neighbors’ 
total population expected 511 million 
people, 172 million more than the United 
States will have. view this single factor, 
Latin America, source developing eco- 
nomic strength, political support, 
ness markets for the United States, the 
highest importance. 

Militarily, Latin America constitutes the 
southern flank the U.S. military defense 
system, and time emergency its support 
indispensable our security. During World 
War the Latin American countries stood 
shoulder shoulder with us, provided air and 
naval bases, and some cases supplied armed 
forces. Brazil, for instance, sent expedition- 
ary force fight Italy, and Mexico sent 
air unit the Far East. During the Korean 
War, Colombia sent ground and naval forces. 
Through the Inter-American Treaty Recip- 
rocal Assistance (usually called the Treaty 
Rio Janeiro), which preceded the 
North Atlantic Treaty, the Latin Ameri- 
can countries have unanimously pledged 
come our assistance the event out- 
side attack the United States and protect 
lines supply for shipment their strategic 
raw materials our defense plants. Through 
the inter-American Charter Bogota they 
have entered into firm pact cooperate 
with politically resolving issues that 
might affect the peace and security the 
Western Hemisphere. the United Nations, 
these countries have backed solidly with 
their votes critical cold war issues, helping 
swing important decisions our favor. 

While all these considerations are im- 
portant, undoubtedly the most significant 
all the fact that Latin America invalu- 
able source strategic raw materials for the 
peacetime operation the United States 
economy and for our wartime production and 
security. Latin America supplies with 
per cent our imports and buys per cent 


our exports. Last year our inter-American 
trade totaled over billion, and the United 
States enjoyed favorable balance $700 
million. Latin America also one the 
world’s wealthiest areas mineral deposits 
and principal world supplier petroleum. 
For instance, Venezuela alone normally sup- 
plies per cent our petroleum imports. 
Peru, Venezuela, and Brazil provide per 
cent our imports iron ore; Chile, Mexico, 
and Peru furnish with per cent copper 
imports; and per cent our tungsten im- 
ports are shipped from Bolivia, Argen- 
tina, and Brazil. Almost all our coffee and 
sugar imports come from the Latin American 
countries. 

Latin America provides with varying 
quantities number other strategic 
items. During the last war was our principal 
supplier many raw materials essential for 
military production and the sole supplier 
some others. Bolivia, for instance, furnished 
all our tin. reasonable assume that 
another emergency would again have 
depend largely, perhaps exclusively some 
instances, upon Latin American resources for 
our strategic raw material requirements. The 
United States rapidly becoming “have- 
not” nation raw material resources; this 
occurs Latin America’s own reserves become 
increasingly important and necessary for our 
country’s peacetime well-being and wartime 
survival. 

The conclusion that readily emerges from 
this review our relationship with Latin 
America that this continent indispensable 
the United States and that will continue 
our own interest treat these countries 
welcome, friendly, and wanted neighbors, not 
only wartime but peacetime well. 


THE PRESENT CRISIS 


The economic crises, social pressures, and re- 
sentments that have built during the post- 
war years have derived, obviously, from many 
sources. But the many that can cited, un- 
doubtedly the most important are driving 
popular demands for higher living standards, 
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forced-draft economic development 
dustrialization, and exceedingly rapid urban- 
ization, aggravated wide fluctuations 
raw-material prices, and changes impend- 
ing changes tariffs that have caused 
grave economic uncertainty Latin America. 
oversimplify order make the point, 
Latin America has been the position 
man trying run growing household with- 
out knowing what his pay check will from 
year year—and some cases from month 
month. This the main issue which the 
United States must face. 

Despite their wealth natural resources 
and population, the American republics 
urgently need develop their economies 
meet the pressing popular demands for better 
living conditions and higher living standards, 


COFFEE 
(Yearly average price per Ib.) 
Santos 4s, New York Manizales, New York 


1946 .187 .218 
1947 .264 
1945 
1949 318 
1950 
1951 
1952 
1953 
1954 .785 
1955 
1956 .740 
1957 
Compiled from Pan American Coffee Bureau, 
YEARLY PRICE QUOTATION TABLES (New York: Pan 
American Coffee Bureau, 1946-57) 
LEAD AND ZINC 
St. Louis St. Louis 
1946 .080 .087 
1947 
1948 
1949 
1950 
1952 
1953 
1954 
1955 
1956 
1957 
SOURCE: METAL 1958 511; 
zinc, p. 58] 


and help stabilize their economies. The se- 
verity this problem brought out the 
fact that national product per capita 1956 
was approximately $320, hardly one-eighth 
that the United States. Most these coun- 
tries suffer from the evils one- two-crop 
economy. For instance, per cent Cuba’s 
total income derived from the sale sugar 
the United States. Chile dependent 
copper for per cent her exports; Argen- 
tina depends temperate zone foods for 
per cent; and Venezuela petroleum for 
per cent. 

This export vulnerability, compounded 
sharp fluctuations world prices, has put 
Latin America extremely hazardous po- 
sition economically. The following 
demonstrate the extent this fluctuation: 


COPPER 


(Yearly average price per lb.) 


1946 .14 
1947 
1948 
1949 
1950 
1951 
1952 .24 
1953 
1954 
1955 
1956 
1957 


American Metal Market, 1958 
EDITION (New York: Trench, 1958), 353. 


TIN 

(Yearly average price per 
New York 

1946 .55 

1947 .78 

1948 

1949 .99 

1950 

1951 1.28 

1952 1.20 

1953 

1954 

1955 

1956 1.01 

1957 .96 


SoURCE: METAL 1958 457. 
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Coffee and tin enter duty-free into the 
United States but the rates duty imports 
lead, zinc, and copper have varied during 
the postwar years and are now the subject 
heated debate Washington and indeed 
throughout Latin America. Various efforts 
and recommendations have been made in- 
crease the tariff copper, lead, and zinc 
order protect the higher-cost domestic pro- 
ducers against the lower-cost Latin American 
suppliers. The Administration has been at- 
tempting resolve the problem various 
devices such subsidies and stockpiling. The 
result has been that few are satisfied: And 
Latin American producers are state 
great uncertainty and agitation. This situation 
concern not only the metal-producing 
nations Latin America but also the others 
who are watching closely indication 
the Administration’s position tariffs. 


The Latin American concern augmented 
the fact that these nations are now the 
midst rapid economic development and 
their export sales the United States consti- 
tute the main source financing their indus- 
trial and agricultural growth. Since the war 
this development has been truly phenomenal. 
indication, gross product during the pe- 
riod increased the average rate 4.4 per 
cent, compared our own rate 3.6 per cent. 
Manufacturing production alone jumped 
per cent during this period. Production 
basic and industrial minerals increased 
per cent, and per capita real income rose 
the rate 2.1 per cent year. 


Equally significant was the rapid growth 
Latin America’s urban population, carrying 
with expansion markets but the same 
time intensifying social pressures. Urban pop- 
ulation the United States during the period 
from 1946 1956 increased the rate 1.3 
per cent year; Brazil during the same pe- 
riod, the yearly rate urban population in- 
crease was 3.8 per cent—three times that 
the United States. Mexico, was 4.8 per 
cent; Peru and Chile, 3.3 per cent; Co- 
lombia, 3.8 per cent; Venezuela, amaz- 
ing 6.8 per cent; and, the more mature econ- 
omy Argentina, 2.8 per cent. Whether 


these growth rates can maintained 
moot question, but they should continue, 
1965 Brazil’s urban population would increase 
from per cent total population per 
cent; Mexico, from per cent per cent; 
Colombia, from per cent per cent; 
Venezuela, from per cent per cent; 
and Argentina, from per cent per cent. 


THE AID SITUATION 


This surge population increase, urbaniza- 
tion, and economic development aggravated 
uncertain world market conditions natu- 
rally causes many stresses and strains—eco- 
nomic, financial, social, and political. Con- 
trary the popular belief some quarters, 
the Latin American countries have impres- 
sive record economic development and in- 
dustrialization without U.S. foreign aid. Some 
grants recent years have been made Bo- 
livia, Guatemala, and Haiti relieve situa- 
tions real distress. United States aid the 
form technical assistance dates back the 
war years, and recently has been running 
the neighborhood over $30 million year. 
should noted that the Latin American 
countries pay most the costs these pro- 
grams and match funds the rate 
our $1. Very real assistance has been given 
the Export-Import Bank and the World 
Bank. Since the end the war the Export- 
Import Bank has granted loans totaling 
billion, and the World Bank since its inception 
has given $743 million Latin America for 
developmental purposes. 


However, apart from the relatively meager 
aid given Bolivia, Haiti, and Guatemala, 
Latin America the only underdeveloped 
area the world that has never been included 
under our foreign aid programs. Originally, 
the Marshall Plan was conceived means 
financing the balance payments deficits 
the devastated European countries order 
help them reconstruct and restore the 
war-torn pattern the United States—Europe 
—Latin America trade triangle. Latin America 
received grant aid grounds that its prob- 
lem was one economic development and 
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not reconstruction and that would benefit 
from the Marshall Plan through aid pur- 
chases and restoration the trade triangle. 

would academic discuss, years 
later, whether this concept was right wrong 
and whether the long run would have 
been more advantageous for give Latin 
America relatively modest economic aid 
spur its industrialization and economic devel- 
opment. The point wish emphasize that 
far these countries were concerned, the 
United States conception its economic de- 
velopment was based primarily trade—and 
the United States the principal trading mar- 
ket for Latin America. But the record shows 
Latin America have been the victim the 
wide fluctuations world market prices and 
protectionist United States tariff-making 
its principal dollar-producing commodities 
and metals. 


U.S. ACTION NEEDED 


Latin America dependent upon 
trade supplemented United States loans 
(which are financed trade) for mainte- 
nance its economy and progress develop- 
ment, then naturally follows that should 
provide Latin America with the means 
trade with and not seek restrict this trade 
when suits our convenience when 
helps protect domestic marginal mining 
operations. 

Considering the tremendous economic, po- 
litical, and military stakes, not our own 
interest base our policies with respect 
trade, tariffs, and forth, hemispheric 


considerations and not purely domestic as- 
pects, has been the case with copper, lead, 
and zine? 

Should not cooperate with the Latin 
American countries effort provide rea- 
sonable price stability for their basic com- 
modities and strategic raw materials free 
market? 

view the increasing interdependence 
the American republics, should not 
begin think terms all the Americas 
formulating our economic policies? 

raise these questions because are now 
the crossroads with respect our policies 
Latin America. These thriving countries 
need most all stable U.S. trade policy 
they can plan their economic development 
with some measure assurance that sudden 
price drop change tariffs will not upset 
all their calculations. They require more de- 
velopment loans, more technical assistance, 
more private investments both foreign and 
domestic, more help maintaining currency 
stability, more aid education through schol- 
arships and travel grants, and particularly sus- 
tained interest and sympathetic consideration 
the part the United States. short, 
Latin America needs the kind help one 
friendly neighbor would give another. 

These are some the things believe 
should do. There are undoubtedly many 
others could do. Here great challenge 
for American resourcefulness, ingenuity, and 
enterprise. Any efforts make aiding 
Latin America will bring with them many 
fruitful rewards. And because strong neigh- 
bors make strong allies, the assistance ren- 
der the Latin American countries redounds 
our own strength and security. 


— 


the white-goods industry, inventories lag year behind sales. 
Why does management miss badly inventory control? 


the THEORY INVENTORY 
(MIS) MANAGEMENT 


ROCCO CARZO, JR. 


USINESS inventories are chronic sore 
spot for both the decision-maker and 
the general economist analyzing the problem 
economic stability. Inventory management 
peculiarly frustrating for the businessman 
because his commodity stocks are never really 
under control; their level depends not only 
how much produces buys but how 
much sells. And the economist sees fluctua- 
tions inventories the most frequent and 
intractable source general swings busi- 
ness activity. 

The American economy has three 
minor recessions since World War 
1953-54, and the one now progress. All three 
have been called “inventory recessions.” The 
label not appropriate each case, but 
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inventory behavior does figure all such 
problems. 

The role inventories business cycles 
has been described Lloyd Metzler 
notable his explanation the short 
cycle (the inventory cycle), Metzler assumes 
that businessmen attempt maintain con- 
stant normal relationship inventories 
sales. Structural (not speculative) inventory 
cycles, according the theory, result from the 
fact that output tends lag behind changes 
demand. Metzler assumes that the length 
this lag approximately one-fourth en- 
tire short cycle about six months. The lag 
causes inventory levels become abnormal 
relation sales; thereafter, output will 


Lloyd Metzler, “Nature and Stability Inventory 
Cycles,” Review Economic Statistics, 
1941); “Business Cycles and the Modern Theory Em- 
ployment,” American Economic Review, xxxvi (June, 
1946); and “Factors Governing the Length Inventory 
Cycles,” Review Economic Statistics, 
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changed not only meet changed demand 
but restore the normal relationship inven- 
tories sales. The efforts businessmen 
change causes further changes in- 
come and subsequent changes consumer 
and business expenditures. Thus, 
model one that involves self-generation. 

more specific, suppose that income 
and expenditures increase. Inventories will 
decline because producers are unable in- 
crease enough meet the increase 
demand. Thereafter, businessmen 
crease production not only meet the larger 
demand but also restore inventories their 
normal level. Attempts meet the new de- 
mand and replace stocks cause income rise 
further; demand also rises, and stocks remain 
abnormally low. long inventories are be- 
low the normal level, income will accumulate. 
Income will reach its peak when inventories 
have finally accumulated the normal level. 

Thus, model one that involves 
self-generation. 
The reversal business activity described 
follows: “As income rises, inventories also rise, 
and this process continues until normal relation 
between inventories and expected sales estab- 
lished. Thereafter businessmen plan further 
increases stocks; they attempt instead, pro- 
duce only what they expect sell. Since produc- 
tion plans earlier periods included production 
for stocks well for sale, the decision pro- 
duce only for sale means absolute decline 
total output. result, income the hands 
consumers declines, sales are reduced, and pe- 
riod general contraction develops. The con- 
traction accelerated the fact that sales fall 
below expectations, since this causes inventories 
become abnormally large and businessmen 
therefore reduce output still further attempt 
restore their stocks normal 
inventories are reduced the normal level, 
income will begin rise because businessmen 
have ceased producing less than they sell. 
Thus, the self-generating cycle repeats itself. 

There much evidence support the view 
that inventories are major factor economic 
five business cycles identified the National 
Bureau Economic Research for the years 


Cycles and the Modern Theory Employ- 
ment,” 288. 


1919-38, established the fact that inventory 
investment—on average—constituted 
per cent the change total output during 
expansions, per cent for contractions, and 
per cent for full business cycles. con- 
cluded that, the average, considerable 
portion the cyclical changes total output 
has been the form change the volume 
goods added withdrawn from stocks. 
Also—and most invest- 
ment, terms violence fluctuation, the 
most volatile the main components 

Inventory change has also been great im- 
portance during the time since the Abramo- 
vitz study. shown Table the four quar- 
ters 1948 were characterized inventory 
accumulation; during the last quarter, GNP 
reached high for the year. From inventory 
accumulation, the 1949 downturn witnessed 
inventory liquidation, speeded impact 
steel strike, and decline the fourth 
quarter. Thus, while was declining 
$8.5 billion from the fourth quarter 1948 
the fourth quarter 1949, inventory invest- 
ment was declining $8.7 billion. The shift 
inventory investment represented more 
than the entire contraction national output. 

The 1953-54 recession was marked prima- 
rily decline defense outlays, but inven- 
tory investment still played important part 
the Table reveals that 
declined $8.0 billion from the second quar- 
ter 1953 the third quarter 1954. Inven- 


Abramovitz, Inventories and Business Cycles 
(New York: National Bureau Economic Research, 
1950), pp. 5-8. 


periods business recovery, inventory change plays 
lesser but still important role. increased $50.2 bil- 
lion from the second quarter 1950 the second quarter 
1951. This large increase resulted from both Korean de- 
fense expenditures and rising prices. The inventory invest- 
ment rate the second quarter 1950 was more than 
doubled the final quarter 1950, and increased still 
more the second quarter 1951. 

The total change inventories, measurement re- 
covery, from the third quarter 1954, period inven- 
tory liquidation, the second quarter 1955, period 
inventory accumulation, amounted $9.1 billion. The 
GNP gain this period came $28.3 billion. Measured 
from the third quarter 1954 the fourth quarter 
1955, increased $43.4 billion, and inventory increased 


$10.8 billion. 
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TABLE 


Gross National Product and Inventory Investment 1948-58 


(Seasonally adjusted annual rates) 


Periods GNP Inventory Investment 
(in quarters) (billions dollars) (billions dollars) 

1948 

$247.9 2.6 

255.5 2.9 
261.9 2.9 
264.0 3.6 
1949 

259.9 0.9 

257.2 
256.5 
255.5 
1950 

264.9 2.6 

275.9 6.3 
294.4 3.5 
305.0 13.3 
1951 

319.3 11.8 

326.1 15.5 
331.3 9.9 
336.3 4.2 
1952 

338.4 2.7 

339.9 
345.0 3.5 
357.6 6.9 


Periods GNP Inventory Investment 
(in quarters) (billions dollars) (billions dollars) 
1953 
361.6 2.0 
367.4 3.1 
366.3 
357.5 —5.2 
1954 
357.6 
358.5 
359.4 —45 
367.1 0.2 
1955 
379.0 2.7 
387.7 4.6 
397.0 3.3 
402.8 6.3 
1956 
405.2 5.2 
410.8 4.6 
416.7 3.3 
426.0 5.1 
1957 
429.9 —0.3 
435.5 2.2 
440.0 2.3 
432.6 
1958 
422.0 —9.0 


Source: figures and inventory investment changes for 1948-57 from the ANNUAL REVIEW NUMBER, 
SURVEY CURRENT BUSINESS, U.S. Department Commerce Gov’t Printing Office), 1949-58 
issues. Data for the first quarter 1958 are from the May issue the 


tory investment shifted downward $7.6 
billion; almost all the decline was na- 
tional output. the most recent recessionary 
period, declined $7.4 billion and in- 
ventory investment $5.0 billion from the 
third quarter the fourth quarter 1957. 
From the third quarter 1957 the first 
quarter 1958, shifted downward $18 
billion, while inventory investment declined 


$11.3 billion. 
STUDY ONE INDUSTRY 
For better understanding the reasons under- 


lying aggregative inventory behavior and 
establish basis for comparing existing inven- 


tory decision-making practices with extant 
theories inventory management, the study 
was concentrated selected firms the home 
laundry manufacturers’ industry. 
nesses studied were: 

FRIGIDAIRE DIVISION GENERAL MOTORS, Dayton, 
Ohio 

GENERAL ELECTRIC COMPANY, New York and Louis- 
ville, Kentucky 

HOTPOINT DIVISION GENERAL ELECTRIC, Chicago, 
Illinois 

NORGE DIVISION BORG-WARNER CORPORATION, 
Chicago, Illinois 

PHILCO CORPORATION, Philadelphia, Pennsylvania 

THE MAYTAG COMPANY, Newton, Iowa 

WESTINGHOUSE ELECTRIC CORPORATION, Pittsburgh, 
Pennsylvania, and Mansfield, Ohio 

WHIRLPOOL CORPORATION, St. Joseph, Michigan 
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FIGURE 


Factory Sales and Inventories for Wash- 
ing Machines, Home Laundry Man- 
Industry 


(Seasonally adjusted) 


THOUSANDS UNITS 


Finished 
Inventory 


Constructed from data obtained from 
research. 


Certainly valid refutation substantia- 
tion the theory could achieved study 
this size. However, believed that the in- 
ventory practices these firms are represent- 
ative wide range business; observations 
that are applicable all manufacturers 
consumer durables are thereby permitted. 
Since the sales and inventories these firms 
represent virtually all the total the home 
laundry manufacturing industry, generaliza- 
tions least can drawn for this area. 

Since the study inventories important 
insofar they affect the output decisions 
entrepreneurs, the classification that received 
most emphasis was the finished goods inven- 
tory. Accordingly, this analysis pays particu- 
lar attention finished stocks. 


Industry Statistics 


Industry statistics for inventories sales 
were available only for the period 1950-56. 
These data, plotted Figure for the years 
1951 through 1955, are significant because 


they embrace the recession that period. 


clear that washing machine manufac- 
turers’ finished stocks (in tend move 
inversely shipments machines (in units 
Factory shipments began the downturn 
January, 1953, and reached the lowest point 
December, 1953. Finished stocks continued 
rise throughout the contraction, reaching 
peak (January, 1954) month after sales 
touched the bottom the trough. 1954, 
sales started recover January and con- 
tinued expand until mid-1955. other 
words, finished inventories did not turn down- 
ward until sales started upward. Liquidation 
finished goods stocks continued throughout 
the period recovery, except for brief pe- 
riod late 1954. 


Some Basic Characteristics 


Before analyzing and 
sales and inventory behavior with the theory, 
first necessary review some basic char- 
acteristics the industry and establish the 
reasons for maintenance inventories. 

These firms are characterized repetitive- 
process manufacturing with assembly-line op- 
erations. Products are made expectation 
Finished stocks are needed 
this type operation because rates pro- 
duction not and cannot exactly match rates 
sales. 

Like any enterprise that delivers goods 
upon demand, producers home laundry 
equipment rely finished goods inventories 
tween output and demand. fact, this one 
the ways which they compete. Factories 
and channels distribution the industry, 
because the competitive aspects the mar- 
ket, are forced maintain goods ready 
meet demand; “stockouts” usually mean lost 
business. 

Another basic consideration 
goods inventory decision-making that pro- 
duction scheduling circumscribed the 
relatively fixed capacity each firm for the 
planning period and lead-time considera- 
tions. The costs revising the master produc- 
tion schedule are prohibitive for certain por- 
tion each future scheduling period. There 
has time design the product, set 


500 
400 
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100 
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the facilities for manufacture, determine man- 
ufacturing and purchasing requirements, pur- 
chase materials, manufacture, and assemble 
and test the product. There also the unpre- 
dictable element bottlenecks, such ma- 
chine breakdowns and the inability some 
work stations maintain peak loads for ex- 
tended periods time, that arise with chang- 
ing levels production. 


Accordingly, all the firms studied attempt 
smooth out production—that is, cushion 
the effects predictable and unpredictable 
changes consumer demand rather than 
change production rates and employment. 
Their attempt here seeks minimize total 
costs balancing the costs changing pro- 
duction rates against the costs carrying fin- 
ished stocks. 


Two different sets cost factors must 
considered this effort—those that increase 
inventories increase and those that decrease 
inventories increase. The costs that increase 
are the costs carrying finished goods inven- 
tories, such interest investment, obsoles- 
cence, risk, depreciation, storage, and taxes. 
The costs that decrease finished goods in- 
ventories are increased are the costs chang- 
ing production rates. These result from hiring 
and laying off workmen. With increased pro- 
duction, new men have trained. Their 
productivity low, relative that other 
workmen. Labor contracts with seniority pro- 
visions require that workers having longer 
tenure with the company given the oppor- 
tunity bid new jobs. These same pro- 
visions also require that workers with tenure 
advantage have opportunity take available 
jobs times furlough layoffs. Thus, the 
changing production rates means 
job assignments; obvious that this “chain- 
bumping” workers can become quite costly 
management. 


Changing production rates also may in- 
volve the costs changing commitments 
suppliers, such cancellation charges levied 
with decreased schedules increased tooling 
and material costs meet increased sched- 
ules. Also, there are the costs state unem- 
ployment compensation insurance premiums, 


which vary with the company’s degree em- 
ployment stability. 


Other reasons for maintaining finished 
stocks factories warehouses include the 
necessity provide for sizable orders that 
may placed channels distribution. 
addition, manufacturers the home laundry 
industry find necessary maintain finished 
stocks meet demand models and colors. 


The Inventory Decision-making Process 


Although the considerations presented above 
seem definitive, must emphasized that 
the companies studied exercise great deal 
subjective judgment, based past experi- 
ence, making decisions about the level 
finished goods inventories. Evidence lack 
objectivity may gleaned from the fact 
that the firms all operating under similar con- 
ditions have different ideas the most de- 
sirable level inventories. the eight com- 
panies, two desired eight-weeks’ supply 
projected sales; one, six-weeks’ supply; four, 
four-weeks’ supply; and one, two-weeks’ 
supply. 

expected, the companies seek certain 
return investment and sales for the man- 
ufacture and sale home appliances; they 
plan their operations attain the desired re- 
turns. The sales forecast, basis for the plan- 
ning all company operations, provides 
guides for formulation sales strategy, pro- 
duction planning, and financial management. 
Planned ending stocks finished goods are 
usually determined marketing executives. 
Their judgment generally considered the 
best informed what the most desirable 
level finished stocks service requirements 
succeeding period. standard practice 
all the firms measure finished goods in- 
ventories terms projected sales. fact, 
inventory levels finished goods are usually 
stated normal relationship number 
period’s sales. 

The planned level ending inventories, 
established marketing executives, serves 
norm for determining requirements 
throughout the planning period. This norm 
used guide the firms studied, especially 
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financial planning, where considered 
condition estimated sales. However, the 
norm not applied rigid requirement 
planning production operations for the pro- 
gram period. Adjustments are made this 
planned level finished stocks permit pro- 
duction leveling throughout the planning pe- 
riod, using inventories cushion the effects 
fluctuating sales. 


INVENTORY MISMANAGEMENT 
—AND WHY 


How these findings compare with the the- 
ory? indicated, the research revealed that 
output did lag behind changes demand. 
However, the theory assumed one-quarter 
cycle lag inventories behind sales; but, 
shown Figure washing machine stocks 
for firms the home laundry manufacturers’ 
industry evidenced half-cycle about 
year lag behind shipments. Does this finding 
indicate that inventory policy this industry 
does not share the objective that theory attrib- 
utes decision-makers—namely, keep in- 
ventories normal relationship sales? 
certainly not healthy for the industry, the 
firms within the industry, the economy 
bear the burden excessive inventories. The 
failure maintain some normal relationship 
has been costly all concerned, especially 
terms stability, because the long lag even- 
tually causes more violent fluctuations out- 
put than would otherwise necessary. 

The executives interviewed desire and 
attempt maintain normal relation in- 
ventories sales, just the theory suggests. 
However, the industry statistics show either 
that they are not very successful this en- 
deavor that inventory policy fails achieve 
desired objectives. Can the long lag ex- 
plained? Why intelligent and skillful man- 
agers this highly developed industry miss 
badly their inventory goals? 


Overoptimism 


All the companies, one manner another, 
attempt manipulate demand through prod- 


uct, price, and sales promotion changes. While 
they cannot criticized for this, they too 
often continue their efforts beyond the point 
stimulation and will not readily accept de- 
cline sales final. Instead reducing pro- 
duction permit adjustments inventories 
the lower sales level, the home laundry 
manufacturers first attempt demand manipu- 
lation. other words, appliance manufactur- 
ers appear optimists. The current 
optimism due part such postwar 
achievements these: 


the period 1946 through 1957, dealers 
have placed 365-million major appliances, 
and radio units into consumers’ hands. prod- 
ucts that were virtually nonexistent before the 
war, the industry has supplied the nation’s homes 
with roughly 44-million automatic washers, 59- 
million 9-million home freezers, 
million clothes dryers, 8-million air conditioners, 
4-million garbage disposers, 3-million ironers, 
and 2.6-million 


Poor Forecasting 


Another reason for the long lag the inade- 
quate forecasting techniques used manu- 
facturers. was found that the firms, lacking 
objective forecasting techniques, rely heavily 
the level and trend past sales barome- 
ters for estimating future sales. These esti- 
mates are usually altered include consid- 
eration each firm’s belief its ability 
manipulate demand. short, rosy forecasts 
and state overoptimism have character- 
ized the appliance industry during the post- 
war period and have resulted excessive in- 
ventories for long periods time. 


Poor Communications 


The lag may explained, part, the fact 
that most the home laundry manufacturers 
are poorly informed about activity channels 
distribution. Although all the firms use war- 
ranty card returns indication retail 
sales, few use them intensively for market 


Appliance Sales Sag Tough, Competitive 
Year,” Business Week (January 1958), 79. 


analysis, and only three the eight use the re- 
turns aid short-term forecasting. Ex- 
ecutives pointed the poor percentage re- 
turns and the expense involved compiling 
required information reasons for not using 
the cards. 

one executive put it, 

“In this business, could get much in- 

formation wanted, even the extent 

sending researchers around each consumer. 

But too costly. feel that can just 

good job projecting short-term sales from the 

data received from distributors.” 

other words, the expense, time, and effort 
involved outweigh the advantages 
gained from the information that would 
obtained. When this point view was ex- 
pressed executive firm that used the 
warranty card approach for estimating retail 
sales, charged that has been this short- 
sightedness that has caused the excessive 
inventories and chaotic price situation char- 
acteristic the home laundry appliance 
industry. 

The value keeping track current 
changes retail sales forecasting made 
clear the hypothetical example presented 
Table inventories play important 
role. (The example assumes that retailers, 
wholesalers, and manufacturers attempt 
maintain normal level inventories rela- 
tion projected sales, which accord with 
the reasoning the inventory cycle theory 
and the findings this study. The example 
assumes also that they are successful main- 
taining this normal relationship, which not 
accord with either the theory reality. 
Dealers’ projected monthly sales are 7,000 
units. The dealers’ efforts maintain six- 
weeks’ supply inventories are successful 
(estimated sales 7,000 units di- 
vided four [weeks] equals about 1,700 
units per week; for six-weeks’ supply, about 
10,000 units are needed The wholesalers’ ef- 
forts maintain six-weeks’ supply inven- 
tory are successful (again, about 10,000 
units The manufacturers’ efforts maintain 
supply inventories are success- 
ful (estimated monthly sales wholesalers 
7,000 units plus 1,000 units transit, 8,000 
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units, divided four [weeks] equals 2,000 
units per week; two-weeks’ supply amounts 
4,000 

The effect unexpected per cent de- 
cline retail sales becomes obvious. This de- 
cline will prompt dealers liquidate inven- 
tories the desired level projected sales; 
they will not only reduce their purchases from 
distributors compensate for decreased sales 
but also permit liquidation inventories 
the desired level projected sales. Thus, 
their purchases will represent per cent 
reduction the distributors’ projected sales 
dealers. Distributors will reduce their pur- 
chases from the factory not only compen- 
sate for reduced sales but also permit. liqui- 
dation inventories the desired level 


TABLE 


Hypothetical Example Influence 
Stocks and Sales Fluctuations 


Production 
(In physical units) 
Projected 
Production, Per Cent 
Decrease 
Inventories Retail Sales 
Retail ending inventory 


supply 


desired 10,000 9,450 
Projected monthly retail 
sales 7,000 6,300 
Dealer purchases 7,000 5,750 
Total available 17,000 15,200 
Wholesale ending 
inventory 
supply 
desired 10,000 8,622 
Projected monthly 
distributor sales 7,000 5,750 
Distributor purchases 7,000 4,372 
Total available 17,000 12,994 
transit inventories 1,000 1,000 


Factory ending inventory 
(two-weeks’ supply 


desired 4,000 2,186 
Projected monthly factory 
sales 8,000 4,372 
Factory production 8,000 2,558 
Total available 12,000 4,744 


Source: Author’s illustration. 
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projected sales. Thus, their purchases from 
the factory will represent per cent decline 
factory shipments! Following the same rea- 
soning, factory production would reduced 
per cent from the previous period. 

apparent from this example that fin- 
ished goods inventories very definitely affect 
the output decisions entrepreneurs, espe- 
cially they attempt maintain some normal 
relationship between inventories and sales. 
also apparent that the manufacturer should 
have very real concern about the present 
rate retail sales, even can get only 
rough approximation. The example also shows 
that there real necessity for attempting 
project dealer sales. very probable that 
channels distribution attempt main- 
tain some normal relation between invento- 
ries and sales. the manufacturer not sensi- 
tive demand possible changes demand 
the retail level, the resulting backwash 
goods and excessive inventories could 
quite burdensome not disastrous. 


Other Causes 


The lag may further attributed the de- 
sire manufacturers level production and 
attain planned sales goals. The costs chang- 
ing production rates are such that manufac- 
turers are willing allow inventories ac- 
cumulate decline for some time before 
altering operations. There definite reluc- 
tance the firms studied change produc- 
tion rates even the face cyclical unfore- 
seen fluctuations sales. 

Another real reason for the lag that man- 
agers generally feel obligation provide 
some guarantee employment. This feeling 
was clear evidence the firms studied. 
There also the possibility losing skilled 
workers. 


CONCLUSION 


was noted earlier that the study inven- 
tories important only insofar they affect 


the output decisions businessmen. The in- 
verse relation inventories sales shown 
Figure implies that the firms deliberately ac- 
cumulate stocks throughout periods sales 
declines; also raises doubts about whether 
not finished goods inventory levels affect 
their output decisions. However, be- 
lief that finished goods stocks affect the 
output decisions the manufacturers who 
participated this study. other words, they 
place great deal stress production level- 
ing, but they are not shortsighted opti- 
mistic that they continue their efforts 
manipulate demand (rather than change pro- 
duction when obvious that actual 
sales are far off planned sales that further 
efforts would fruitless. 

One the most important factors that ex- 
plains the inverse relation inventories 
sales the promptness and decisiveness with 
which channels distribution react 
changes sales and sales expectation. The 
actions these channels have marked effect 
upon the manufacturers they represent. (This 
especially true the home laundry manu- 
industry, where single manufac- 
turer uses anywhere from 10,000 20,000 
dealers and from 300 600 distributors. Two 
excerpts from the Whirlpool Corporation’s 
Annual Report Stockholders, 1957 support 
this view: 


“In November and December there was pre- 
cipitous sales drop the factory level approxi- 
mately 30% below expectations. Analysis shows 
this did not reflect drop retail sales but rather 
sudden and almost universal reduction inven- 
tory our goods distributor channels. met 
this drop demand with extended factory shut- 
downs during December which resulted sub- 
stantial losses for that month 


“During November and December expe- 
rienced drastic and unforeseen drop ship- 
ments products our customers. This condi- 
tion resulted marked reduction their 
inventories related sales, and out pro- 
portion increase our finished machine inven- 
tories year end.” 


Where else will you find satellite markets that outspend 
their entire central metropolitan trading zone 5-to-4 
sales dollars universe that has such big, rich 
central market! What opportunity for you increase 
your share the potential this greater Indian- 
apolis television area! 


where else... 


does central market exert such economic pull 
many specific areas that are retail trading centers 
their own right 


—do you find such widespread marketing area covered 
from one central WFBM-TV! 


—can you buy just one station with overlapping 
penetiation basic affiliates the same network 


only here -in Indianapolis can 
you buy more honest market penetration, more con- 
sumer influence, for fewer dollars expended than any- 
where else. Now will pay you take another, longer, 
better look! are proud our current ARB. 


The Nation’s 13th Television Market 


... the only basic NBC coverage 
750,000 set owning families. 


Sales Management, Survey of Buying Power, 1958 


Markets 


Indianapolis itself Major retail 
area for richer-than-average counties. 1,000,000 pop- 
ulation 350,600 families with 90% television ownership! 


marketing area—and well within WFBM-TV’s basic 
area influence. Includes Marion Anderson 
Muncie Richmond Bloomington Vincennes 
Terre Haute Danville, Illinois Lafayette Peru 
Logansport Kokomo. 


Represented Nationally the KATZ Agency 


BASIC NBC- 
TV AFFILIATE 
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Goodbody Co. maintains one the 
largest and most respected Research 
Departments Wall Street. Built the 
principle creative research, its only 
purpose help you choose securities 
which may profitable investments. 
The Department’s many reports are based 
field investigation trained analysts, 
personal interviews with top manage- 
ment, sound in-depth studies past 
and present achievements and future 
prospects. This creative research gets 
the heart investment situations, often 
enabling Goodbody Co. 
genuine opportunities for income and 
capital appreciation before they are gen- 
erally recognized. Call our office for 
free reports our latest research recom- 
mendations—or discuss any investment 
question. 


appointment necessary 


and glad see you. 


GOODBODY CO. 


ESTABLISHED 1891 


Members Leading Stock and 
Commodity Exchanges 


NORTH SALLE STREET 
CHICAGO ILL. 


TEL: CEntral 6-8900 
Cities 
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PLASTIC TOOLING 


Orville Lascoe 
and Albert Anuta, Jr. 


One the greatest expenditures industry 
today for the tremendous amount tooling 
required for the production fulfill current 
consumer demands. 

The automotive, appliance, and aircraft in- 
dustries spend fortunes annually tools, 
models, gauges, and fixtures alone, not count- 
ing great investments machinery. Manufac- 
turing ideas become reality only when the 
proper tooling has been designed and built, 
and has been proven productive and eco- 
nomical. Design changes require new tooling 
every year, and management constantly 
seeking new methods for this. The use plas- 
tic tooling has, during the past several years, 
contributed the economic flexibility desired 
progressive industrial management. 


WHAT PLASTIC-TOOLING 


SURPRISINGLY, executives are 
with the meaning the expression “plastic 
tooling”; but, 1955, the production epoxy 
resin compounds, from which plastic tooling 
constructed, amounted almost mil- 
lion industry. This represents growth 150 
per cent two years. Moreover, since 1959, 
the production epoxy plastics has continued 
increase amazing rate. Obviously, 
then, “plastic tooling” term with which 
every executive should familiar. 

its simplest sense, “plastic tooling” refers 
tools, models, gauges, and fixtures made 
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Modern Electrie 


Moderate 


now Heyer offers push-button 
duplicating little more than the 


price some hand-operated machines 


Heyer has broken the price barrier with the new Mark Conqueror 
automatic electric spirit duplicator. Every office duplicating job— 
bulletins, form letters, sales plans, etc.—can produced much 
more easily the new Model Mark Conqueror, the rate 
per copy. Its constant speed produces better and more 
uniform copies; frees the operator that the copies can 
observed; and most important effort the operator's 
part,for this new Conqueror runs without watching, and even turns 
off automatically! You can pay much more you wish, but the 
Model offers all this price that can't matched. 


CONQUEROR 


For those who are looking for 
fine quality duplicator 
the lowest possible price... 
the hand-operated Model 
Mark Conqueror the per- 
fect buy. been completely redesigned too, and now features 
anew Feed Release Button well Paper Stackers, previously 
found onlv the Model automatic electric duplicator. The 
Model Mark Conqueror duplicator prints 


SPIRIT DUPLICATOR 


MODEL 76A 


Engineering improvements the Model Mark Conqueror 
include brand-new Feed Drive Mechanism which works only 
forward eliminates the lurch found old-fashioned 
reciprocal drives. has new High Precision Clutches and Nylon 
Gears that are quiet and need lubrication, plus 11” and 14” 
Cylinder Stop. The completely redesigned Motor Drive gives 
smoother operation, while the conveniently positioned Motor Bar 
permits effortless fingertip starting. Operating instructions are 
permanently printed the Model 76, anyone can operate 
jiffy. Feature for feature this Mark Conqueror the 
biggest value spirit duplicators today! 


The HEYER Corporation 
1830 Kostner Ave., Chicago 23, 


Please send FREE page 
Heyer Mark Conqueror 
Duplicators containing useful 

information spirit duplicating. 


NAME 

COMPANY 
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general, most these items are 
with 
which special type plastic 


constructed 
material, just tool steel 
special type steel alloy. This 
material may used its pure 
form; may used mixture 
with some inert substance such 
aluminum oxide powder; 
may laminated with metals, 
wood, cloth, glass, other suit- 
able materials. The exact use 
epoxy resins currently highly 
skilled art about which there are 
many closely guarded trade se- 
crets. Initially, the plastic tooling 
error basis; however, many com- 
panies and institutions are cur- 
rently performing research 
the 
plastic tooling, and scientific in- 


problems 
formation slowly being col- 
lected for the benefit all inter- 


ested users. 


WHY PLASTIC TOOLING? 
the principal factors 
the American industrial economy 
the ability mass-produce 
goods. Standardization and sim- 
plification are bywords almost 
every aspect life modern 
the 
accomplishment these objec- 


mid-century America. 
tives, one production tool par- 
ticular, the punch press, outper- 
forms all others. Once has been 
properly set and placed op- 
eration, punch press can turn 
out finished semifinished parts 
tireless rate, day and night, 
week and week out. Punch 
presses are responsible for the 
giant automotive, appliance, and 
aircraft industries that form the 
bulwark the postwar economy. 
These industries, however, are 
highly competitive, and any trick 
the trade that can further re- 
duce costs eagerly accepted 
them. Thus, plastic tooling enters 
the economic picture since me- 
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tallic tooling heavy, expensive, 
and difficult produce. 

Metallic tooling 
mately 5.7 times heavy plas- 
tic tooling. This property alone 
sufficient make industry seek 
applications for plastics, because 
tool-handling and storage one 
the most unproductive opera- 
tions any factory. Also, 
volume basis, metallic tooling 
approximately 1.6 times ex- 
pensive purchase. However, 
even more the real value 
plastics realized the savings 
time and wages that result be- 
cause plastic tools are almost uni- 
versally easier produce than 
metallic tools. 

second third year 
the automotive industry changes 


every 


styles. The actual change-over 
period feverish activity, re- 
quiring maximum effort the 
part the designers, engineers, 
and toolmakers. After the design- 
ers have determined the approxi- 
mate style for the new model 
with the aid %-scale model 
molded clay, full-size model 
constructed from clay that has 
been wooden 
framework. From this cast, plas- 


placed over 


ter forms are made, which are, 
turn, used direct the head 
duplicating machine that repro- 
duces the die metal. This pro- 
cedure, however, long and 
costly. Also, the engineers usu- 
ally insist having several pro- 
totype automobiles for testing 
the 
model for production. 


sults further costly delays, es- 
pecially becomes necessary 
change some component 
the car. two-month 
delay this operation could 
make the difference between 


one- 


profit loss the new model. 
the 
metal contour for the hood 


Since 


the top car may require sev- 
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eral weeks produce, much time 
can saved simply casting 
plastic dies from the full-scale 
clay model. comparison with 
metallic die-casting, this both 
cheap and quick. The plastic dies 
are then used for direct produc- 
tion the prototype models, 
while the engineers and toolmak- 
ers proceed with much other 
work practical. Once the 
road tests the prototype have 
been approved, production the 
new model can begin. 

The obvious question resulting 
from the preceding example 
“If plastic tooling cheap and 
easy produce, why not 
used for the actual production 
tooling?” many instances is, 
but the majority tooling jobs 
metal still the basic material. 
The reason for this that plastic 
tools, the present time, 
not have the durability stand 
under severe loads for ex- 
tended periods. Epoxy resins, 
general, lack sufficient strength 
used for full-scale 
tion. Research currently being 
conducted overcome this de- 
ficiency. 


APPLICATIONS 
Epoxy plastic dies are presently 
being used for stamping light- 
gauge materials shallow forms. 
Many parts that are constructed 
from brass aluminum particu- 
larly lend themselves 
forming with plastic tools. 
these the 
tooling has for much 
parts. Also, epoxy dies are often 
used when short run antici- 
pated. short run might consist 
thousand aluminum parts 
the aircraft industry, two 
dozen steel panels for the top 
prototype model new auto- 
mobile. the applications men- 
tioned above, plastic tooling has 
already proved itself much 
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MAIL COUPON TODAY 
(Or Phone MElrose 5-3571) 
DIRECTOR, INDIANA DEPARTMENT COMMERCE 
333-H, STATE HOUSE 
Dear Sir: 
Please send copy your new 40-page brochure. 
ADDRESS 
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luc- the first enacted major industrial state. 


4 


ntly Its constitution forbids bonded state debt. New in- 
ght- dustries don’t pay yesterday’s bills. 
rms. 
INDIANA... has Corporation Tax 
has had only one tax-rate increase years! 
INDIANA... the Market Center 
the center manufacturing. 
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lighter, less expensive, and easier 
produce. 

Plastic models are often 
value applications where many 
parts are produced from 
one master model. typical ex- 
ample this foundry pat- 
terns. For short runs these pat- 
terns are customarily constructed 
wood, and for long runs, alu- 
minum match plates are made. 
many instances, aluminum 
plates are being replaced ones 
constructed from epoxy plastic 
laminated with cloth. Not only 
are the plastic plates cheaper 
construct, but their lighter 
weight reduces handling difficul- 
ties. Plastic models are also used 
extensively the aircraft indus- 
try for master templates. 
scientific applications, 
models are sometimes used 
wind tunnel tests and other ex- 
perimental analogies. these ap- 
plications, especially, the ease 
fabrication one the major ad- 
vantages plastic tooling. Plas- 
tic gauges are frequently used 
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Over-the-Counter 


applications where critical di- 
mensions are not required. Such 
applications, however, are rather 
limited because metal gauges are 
usually more accurate. 

the field tool fixtures, 
plastic has shown much utility 
and considerable promise fu- 
ture greatness. typical drill fix- 
ture can constructed quickly 
and cheaply and will, general, 
metal fixture. 


RESEARCH 


THE present time, most the 
plastic manufacturers, along with 
several universities and private 
research foundations, are con- 
ducting research into the prob- 
lems associated with 
tooling and plastics general. 
Chemical research being per- 
formed find new compounds 
with greater strength, greater 
chemical resistance, less weight, 
less cost, and other desirable 
properties. Mechanical research 


being carried out determine 
and understand better the be. 
havior the material during 
impulsive blow, such the typi- 
cal epoxy die experiences during 
punch press operation. at. 
tempt being made investi- 
gate the effects dimensional 
stability epoxy resin. Methods 
easier mixing and casting are 
also being sought. 


ECONOMIC PROSPECTS 


THERE appears little doubt 
that the future plastic tooling 
will assume major importance 
the factory. This process will 
eventually lead increased pro- 
ductivity much the same man- 
ner that tool steel became one 
the factors that helped create the 
present standard productivity. 
the technology the world 
increases, shall the availability 
and quality goods and 
ices. Plastic tooling will play 
important part this economic 
growth. 


Member Midwest Stock Exchange 


Orders executed all 


principal Stock Exchanges 


Call us, Collect, 
whenever can service you 


City Securities Corporation 


INCORPORATED 1924 
417 INDIANAPOLIS Phone MELROSE 8-1336 


Big enough serve you Small enough know you 
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holding 
prices down 


Trading stamps are simply one many competitive tools. Like 
anything else which exerts competitive pressure, trading stamps act hold 
prices down and thus help curb inflation. 


study the effects trading stamps 
prices supermarkets conducted mar- 
keting experts large state university, they 
lound evidence that stamp stores group 
charge higher prices than non-stamp siores. 
the contrary, they found that stamps work 
hold prices down two ways: 

Stamps have active, competitive effect 
non-stamp stores. This may result the 
hon-stamp merchant cutting some prices and 
giveaways other inducements gain 
customers. 


Stamp stores, the other hand, must 


also keep their prices competitive they are 
gain the increased business volume that stamps 
can provide. 

The outcome that whether supermarket 
gives stamps doesn’t give stamps, the stamps 
help hold prices down either case. these 
inflationary times, our economy needs every 
competitive tool, like the trading stamp, that 
can get, because competition the greatest 
single anti-inflationary force work. 


REFERENCE: “Trading Stamp Practice and Pricing Pol- 
icy.” Dr. Albert Haring and Dr. Wallace Yoder, Market- 


ing Department, School Business, Indiana University. 


This message one series presented for your information 
THE SPERRY AND HUTCHINSON COMPANY, 114 Fifth Avenue, New York 11, New York. 
S&H pioneered years ago the movement give trading stamps consumers discount for paying cash. 
GREEN STAMPS are currently being saved millions consumers. 
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many instances, aluminum 
plates are being replaced ones 
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applications, however, are rather 
limited because metal gauges are 
usually more accurate. 

the field tool fixtures, 
plastic has shown much utility 
and considerable promise fu- 
ture greatness. typical drill fix- 
ture can constructed quickly 
and cheaply and will, general, 
metal fixture. 


RESEARCH 


THE present time, most the 
plastic manufacturers, along with 
several universities and private 
research foundations, are con- 
ducting research into the prob- 
lems associated with 
tooling and plastics general. 
Chemical research being per- 
formed find new compounds 
with greater strength, greater 
chemical resistance, less weight, 
less cost, and other desirable 
properties. Mechanical research 


being carried out determine 
and understand better the 
havior the material during 
impulsive blow, such the typi- 
cal epoxy die experiences during 
punch press operation. 
tempt being made investi- 
gate the effects dimensional 
stability epoxy resin. Methods 
easier mixing and casting are 
also being sought. 


ECONOMIC PROSPECTS 


THERE appears little doubt 
that the future plastic tooling 
will assume major importance 
the factory. This process will 
eventually lead increased pro- 
ductivity much the same man- 
ner that tool steel became one 
the factors that helped create the 
present standard productivity. 
the technology the world 
increases, shall the availability 
and quality goods and serv- 
ices. Plastic tooling will play 
important part this economic 
growth. 


Member Midwest Stock Exchange 


Orders executed all 


principal Stock Exchanges 


Call us, Collect, 


Complete statistical service: 


analyses companies, balance sheets, opinions 


whenever can service you 


City Securities Corporation 


INCORPORATED 1924 
417 TOWER INDIANAPOLIS Phone MELROSE 8-1336 


Big enough serve you Small enough know you 
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Trading stamps are simply one many competitive tools. Like 


anything else which exerts competitive pressure, trading stamps act hold 


down and thus help curb inflation. 


study the effects trading stamps 
prices supermarkets conducted mar- 
keting experts large state university, they 
evidence that stamp stores group 
charge higher prices than non-stamp stores. 
the contrary, they found that stamps work 
hold prices down two ways: 

Stamps have active, competitive effect 
non-stamp stores. This may result the 
merchant cutting some prices and 
giveaways other inducements gain 


Stamp stores, the other hand, must 


also keep their prices competitive they are 
gain the increased business volume that stamps 
can provide. 

The outcome that whether supermarket 
gives stamps doesn’t give stamps, the stamps 
help hold prices down either case. these 
inflationary times, our economy needs every 
competitive tool, like the trading stamp, that 
can get, because competition the greatest 
single anti-inflationary force work. 


REFERENCE: “Trading Stamp Practice and Pricing Pol- 
icy.” Dr. Albert Haring and Dr. Wallace Yoder, Market- 


ing Department, School Business, Indiana University. 


This message one series presented for your information 
THE SPERRY AND HUTCHINSON COMPANY, 114 Fifth Avenue, New York 11, New York. 


S&H pioneered years ago the movement give trading stamps consumers discount for paying cash. 


GREEN STAMPS are currently being saved millions consumers. 
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IMPROVING 
MANAGERIAL PERFORMANCE 


VIRGIL ROWLAND 


leading consultant personnel problems outlines tested system for manage- 
ment appraisal performance the job, designed help the individual 
understand fully what expected him, and help the company channel 
training into the most rewarding management profession indebted 
Mr. Rowland for what has contributed, contributing, and will continue 
APPLEY, the Foreword. $3.50 


PHILOSOPHY 
ADMINISTRATION 


Toward Creative Growth 
MARSHALL DIMOCK 


distinguished teacher administration defines the challenge executive 
work philosophical and ethical terms. The book provides constructive frame 
reference for management serve the deepest needs and aspirations each 
individual the organization. “At bottom our professional life meaningless 
unless each one works through philosophy which sees human dignity and 
significance the essential the promise offered this volume.” 

TEAD, the Foreword. $3.50 


LONG-RANGE PLANNING 
FOR MANAGEMENT 


Edited DAVID EWING 


Addressed top management, this book details the current experience the 
subject from the Harvard Business Review and variety other authoritative 
sources. Thirty-six distinguished contributors analyze series long-range 
planning problems, suggest ways coping with them, and seek stimulate 
fresh thinking about management’s approach. challenge management 
REILLEY, McKinsey Co., Inc. $6.50 


THE LEARNING PROCESS 
FOR MANAGERS 


NATHANIEL CANTOR 


provide sound operating principles and help establish clear goals com- 
pany management training programs, this book explores the teaching-learning 
process terms the way one learns and applies his learning. Its thesis that 
leadership developed through greater understanding the learning process 
that the role the manager not manipulate personnel but help those 
working for him realize their own potential. $3.00 


JUNIOR BOARDS EXECUTIVES 


Management Training Procedure 
JOHN CRAF 


appraisal junior boards the management structure how they are used 
and what they have accomplished. find out how junior boards fit into manage- 
ment development philosophy and how they work practice, the author has 
visited more than score companies where junior boards are being used. 
the basis the first-hand observations reported here concludes that the 
system, used with sound objectives mind, can contribute significantly the 
executive’s background. $3.50 
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New Guide 
for Corporate 


Management 


HUMAN RELATIONS BUSINESS 


KEITH DAVIS, Indiana University. 576 pages, 
$7.00 
Lois Shepherd Headings EDITOR The first text cover the full range management’s human 
relations activities and problems, presenting students with the 
fundamenals employee relations. discusses problems that 
occur when people work together organized group effort. 
THE FABRICATION 
PROGRESS MANAGEMENT AND ORGANIZATION 
McGraw-Hill Series Management. 353 pages, $7.00 
Frederick Jackson Turner pointed out, Covers such topics designing the organization structure, the 

Americans are with frontier line relationships, and changing the organization, with illustrative 
phy. “Westering” may have lost its geographi- 
cal significance but has not lost its psycho- MANAGEMENT GUIDE 

logical significance. The belief the land over ELECTRONIC COMPUTERS 
the next ridge the gold the next stream WILLIAM BELL. 408 pages, $6.50 
necessarv the pioneer has retrained its Offers both management and students factual and realistic guide 

electronic computing systems—what they are, their advantages 
sights and disadvantages, etc. includes many case histories describing 

Santayana, however, has made astute ob- 
servation the nature this phenomenon. PRODUCTION PLANNING AND 
After noting the American’s imagination and INVENTORY CONTROL 
emphasis the future, adds: MAGEE, Arthur Little, Inc. 333 pages, 

But his imagination practical, and the future 
forecasts immediate; works with the clearest and duction planning, covering such material the functions and costs 
least ambiguous terms known his experience, 
terms number, measure, contrivance, economy. MOTIVATION ADVERTISING: 
speed Motives That Make People Buy 

When the crucial issues depend less pro- PIERRE MARTINEAU, Director Research and 

jections elements that are measurable and Marketing, Chicago Tribune Series 
Advertising and Selling. 224 pages, $5.50 


more such things historical forces per- 


Discusses advertising from the viewpoint modern social science 

sonal fee theory, showing management how improve advertising through 

Americ feel com better understanding the consumer—how behaves, why 
pletely loss and, when they can least af- buys, and communication factors that influence him. 


ford to, resort fatalistic acceptance the 
status quo or, sheer desperation, assume un- 
tenable postures. 

And such behavior they inadvertently 
abet those for whom the entire notion 
progress seems childish. The disbelievers 
progress see about them constant reminders 
the inequities human capacities and so- 
cial conditions for which improvement 
the methods sanitation can compensate, 
and the continual eruption violence around 


USE THIS COUPON 


COLLEGE DEPARTMENT, McGRAW-HILL BOOK COMPANY, Inc. 

330 West 42nd Street, New York 36, 

Please send me, approval, copy the book(s) checked. 
agree pay for the book(s) upon receipt invoice, return the 
book(s) within 10 days. 


DAVIS BELL 
ALLEN MAGEE 
MARTINEAU 


George Santayana, Character Opinion the United McGRAW-HILL BOOK COMPANY, Inc. 


States (Doubleday Anchor Books; Garden City, New 330 WEST 42nd STREET, NEW YORK 36, 
York: Doubleday Company, Inc., 1956), 108. 
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the world that creature com- 
forts can balance. And, most 
all, they feel nagging mistrust 
man’s 
considering the forces nature 
now his control. 

This lack belief progress 
epitomized modern moral- 
ity play that understandably has 
created small sensation Eu- 
rope. (The play, Waiting for 
Godot, was written Irish- 
man, Samuel Beckett.) The first 
act closes with the two principal 
characters sitting bare stage 
that represents country road. 

can still part, you 

think would better. 


ESTRAGON: It’s not worth while 
now. 


Silence. 
VLADIMIR: No, it’s not worth while 
now. 


Silence. 
ESTRAGON: Well, shall go? 
VLADIMIR: Yes, let’s go. 
They not move. 


Aligned with such cynics are 
those religious mystics who feel 
that the world design in- 
evitability sorry place and those 
intellectuals who base their con- 
victions the fact that relativity 
has proved the classical concept 
limited validity usefulness.* 

True, any measuring 
progress—or even any description 
progress—one interprets from 
his own values. For some, prog- 
ress means the spread 
edge among all men; for some, 
the growing prosperity their 
company from 
nology; for some, greater distri- 
bution material goods and 


Waiting for Godot 
(Evergreen Books; New York: Grove 
Press, 1954), 36. 

Apropos this, might make refer- 
ence recent English publication favor- 
ably reviewed World Science Review. 
Published Harrap, Man Among 
the Stars Wolfgang Muller. 


services among the members 
their society; for some, the Chris- 
tian evangelization the world; 
for some, the economic and polit- 
ical advancement their soci- 
ety; for some, the increasing ca- 
pacity their society provide 
for the psychic needs its in- 
dividuals; for some, more and 
more equitable distribution all 
the world’s resources among all 
the world’s peoples; for 
others, increasing 
among peoples adjust their 
differences peaceably through 
the development 
equity, and personal virtue. 

those who equate progress 
with medical advancement, de- 
tractors delight pointing out 
that modern tranquilizers are 
largely derived from Indian 
herb used for centuries treat 
nervous disorders, and that al- 
though research developing 
pill cure abate cancer, 
might more effective than 
the age-old seasoning, garlic. 

Ultimately, are forced 
admit that many our most hal- 
lowed scientific laws have proved 
only and that many “discoveries” 
have turned archeological 
finds two and three thousand 
years old. Government does have 
its corruption, education its su- 
perficialities, law its miscarriages, 
business its greed, religion its hy- 
pocrisies—in every age. 

But after calm and judicious 
review the scope history, 
deny that there has been im- 
provement the general lot and 
vision man perverse. 

The chief fault this kind 
refutation that its emphasis 
misplaced. not the measure- 
ment the evidence progress 
that matters much but the be- 
lief itself—or, least, the activat- 
ing hope. Stripped the notion 
progress, man would have lit- 
tle impetus improvement. 
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Without the adventure ideas 
that propels science abandoned 
for treadmill habit asy- 
lum from despair; and the con- 
cept the good society becomes 
overplayed farce. 


CONVICTION that progress 
evident and necessary carries 
with obligation scrutinize 
our various concepts progress 
and turn evaluate our 
tions the light our findings, 
imposes duty ponder both 
individual development and our 
responsibilities 
our society. And, most all, 
requires consistent and coura- 
geous application our new- 
found knowledge daily deci- 
sions and behavior. 

The desperate doubters can- 
not written off. The need, for 
example, face the rum- 
blings the international scene, 
stemming large part from the 
rising tide nationalism, grows 
more urgent every day. Gil- 
bert Chapman puts this aptly 
when says 


“America’s role leadership world 
affairs rests upon our political stability, 
educational growth and industrial de- 
mocracy. Whether the entire 
communist world will live die, de- 
pends upon the success failure 
American capitalism. What 
fail has world significance. 
American corporation executives carry 
large share the burden this re- 
sponsibility. These men, depending 
upon the size and nature the com- 
panies which employ them, make de- 
cisions, project plans, and weigh prob- 
lems which their effects reach quite 
beyond immediate corporate 
with significant reflection 


Two the articles this issue 
Horizons discuss the 


Gilbert Chapman, “Specific Needs 
for Leadership Management.” Rob- 
ert Goldwin and Charles Nelson, 
eds., Toward the Liberally Educated Ex- 
ecutive (White Plains, Y.: The Fund 
for Adult Education, 1957), 
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MEMBER THE DINERS’ CLUB, WHICH PROVIDES THE NATION’S FIRST 
ALL-IN-ONE-CHARGE-IT SERVICE FOR FIVE HUNDRED TEN THOUSAND 


BUSINESSMEN AND WOMEN, EXECUTIVES, TRAVELERS, SALESMEN. 


appreciates the convenience, the prestige, the tax 
savings provided this useful card. knows that this 
single card gives him more than 14,000 personal charge 
accounts the world’s great restaurants and night clubs, 
well hotels, Hertz car rental agencies, florists, gifts, etc. 


uses his Diners’ Club card his key the city 
every key city the United States, well Canada, 
Mexico, Cuba, Hawaii, West Indies, British Isles, France, 
Italy, Germany, Spain, Switzerland, Scandinavia and many 
other parts the world. 


charges all his entertainment and travel expenses 
and gets one bill, once month. saves taxes, because 
his Diners’ Club monthly statement accountant-certi- 
fied record tax deductable entertainment and travel 
expenses which are often forgotten, difficult verify. 
All this, for one $5.00 yearly fee. 

obtains personalized credit card for every member 
his firm, his sales force, simplifying expense account 
records for his entire company. His wallet-sized Diners’ 
Club card handy guide the best places everywhere. 


THIS YOUR APPLICATION 
OUT AND MAIL TODAY 
THE DINERS’ CLUB OFFICE 

NEAREST YOU: 


full name 
home address 
home phone. 
company name 
address 
business phone 
NEW YORK CITY (1): Empire State Bldg. 
CHICAGO (2): Salle St. 

ST. LOUIS: 4223 Lindell Blvd. 

LOS ANGELES (46): 910 Cienega 
CLEVELAND: Terminal Tower Bldg. 
WASHINGTON, D.C. (6): Dupont Circle Bldg. 


DINERS’ State Bidg., New York N.Y. 


FOR OFFICE USE 


rent home own home 


years with above firm. 


special 


new account, check here addition existing account, show number 


COMPANY ACCOUNT PERSONAL ACCOUNT PERSONAL ACCOUNT 
CHECK ONE ONLY biti office address office address ill home address 


$5.00 annual membership fee: enclosed 


(INCLUDES CLUB MAGAZINE, YR. SUBSCRIPTION SIXTY CENTS) 


NEW ORLEANS: 229 St. Charles Ave. card holder assumes individual responsibility with company applicant 


SAN FRANCISCO: Post Street 
CANADA: 1323 Bay St., Toronto, Ontario 


signature individual 


signature executive 
authorizing company 
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the reader will able think 
and talk more wisely this 
nique York Times 


INCOME GROWTH 
SECURITY 


The Formula Plan Solution 
SHERMAN FEYLER, Assistant Professor 
Finance the University ‘of Buffalo, 
Business Administration. 


Designed for investment analysts, trust fund managers 
small investors, this book analyzes objectively the basic 
principles and underlying factors the formula plans used 
various mutual funds, endowment funds, and trust funds. 
Outstanding features include description the methods 
for adapting formula plans the needs the individual 
investor, careful explanation the principles dollar 
averaging, and honest appraisal the major difficulties 
involved formula plan timing, with suggestions for over- 


coming anticipated pitfalls. 


1958 189 pages $4.95 


The modern business man, recognizing scientific planning 
the only practical basis for intelligent decisions business 
and economics, will welcome the practical, easy-to-use meth- 
ods and formulas described this important book. Presup- 
posing formal knowledge statistics, the author intro- 


INTRODUCTION 
MODERN STATISTICS 


Business and Economics 


WERNER HIRSCH, Associate Professor 
Economics Washington University; 

Research and Assistant 


duces the reader modern inference methods and provides 
him with sound understanding statistical tech- 
niques. Included are discussions managerial and quality 
control, electronic computors, sampling and bias, index num- 
bers, and time series analysis. 


St. Louis Survey. $8.75 


work done Preface 


MANAGEMENT PRIN- 
CIPLES PRACTICES 


DALTON McFARLAND, Associate 
trial Relations Michigan 
University. 


Emphasizing the impact recent human relations and 
social science research business management, this useful 
manual presents survey up-to-date ideas current 
concepts. The author analyzes the managerial functions nec 
essary for effective organization any type business 
activity and describes various problem situations, ranging 
from communication and decision making employee moti- 
vation and salary administration. 

1958 612 pages $9.25 


THE ANATOMY 
CONSTITUTIONAL 
LAW CASE 


comprehensive analysis single constitutional law 
case, this book traces the Steel Seizure Case 1952 
Sheet and Tube Company Sawyer) from its 
rise labor dispute through its final settlement the 
United States Supreme Court. The study documented 
extracts from the court proceedings, transcripts, briefs, oral 
arguments, newspaper stories, and selections from Truman’s 
memoirs. 


ALAN WESTIN, Assistant Professor 
Government, University; Member 
the District Columbia Bar 


1958 183 pages Paper $1.60 


Company 


FIFTH AVENUE, NEW YORK 11, NEW YORK 
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Shull 


remont 
LECTED READINGS MANAGEMENT 

Simon Whitney, ANTITRUST POLI- 
cies (Twentieth Century 
ander, SUCCESS AND FAILURE 
SMALL MANUFACTURING Univ. 

Pitts. 


EARLY FALL 

John Allan Appleman, HOw DE- 
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Fell) 

Baker, YOUR PUBLIC RELATIONS ARE 
SHOWING 
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PROBLEMS ECONOMICS 
Addison-Wesley 

Editors Fortune, THE EXPLODING 
METROPOLIS Doubleday 

Edwards and Harry Town- 
send, GROWTH AND ORGANISATION 
BUSINESS 
Martin’s 


POWER 


FORECASTING 


Maurice Holland and others, MAN- 
AGEMENTS STAKE RESEARCH 


Bernard Karsh, THE UNION ORGAN- 


Henry Jacobowitz, NUCLEAR POWER 
PLANTs (Rider) 

Rudolph Lang, PLANNING AND MAN- 
AGING EFFECTIVE BUSINESS EX- 
(Oceana 


Esther Becker Lawrence, PERSON- 
NEL DICTIONARY 


Ralph Nafziger and David Manning 
White, INTRODUCTION 
SEARCH METHODS MASS COM- 
MUNICATION (La. State Univ. 


Richard Owens, BUSINESS MAN- 
AGEMENT AND 
(Irwin 

Rusinoff, MATHEMATICS FOR IN- 
pustry (Amer. Tech. Soc.) 


LATE FALL 


John Brooks, THE SEVEN FAT YEARS: 
CHRONICLES STREET 
Harper 


Marc Karson, AMERICAN LABOR UN- 
IONS AND (Southern 
Univ. 

John Keats, THE INSOLENT CHARIOTS 
(On the auto industry the au- 
thor Crack the Picture Win- 
dow, Lippincott 

Charles Redfield, communica- 
TION MANAGEMENT 


problems economic aid the 
underdeveloped areas. The en- 
tire question our relations with 
the rest the world has been the 
subject many books and mag- 
azine articles this past year. The 
offerings have included several 
provocative solutions various 
our problems. 

particular remember the 
predictions (if not the exact 
that the future align- 
ment powers would the 
and Russia against China and 
that Okinawa due the 
Cyprus the East. Almost all 
these writers call for complete 
our foreign policy, 


some considering the thirteen 
years since the end World War 
truly “lost years” during 
which Russia, despite her deba- 
cles among her Eastern Eu- 
ropean satellites, has steadily 
pulled ahead the U.S. the 
leadeyship the world’s emerg- 
ing peoples. And the consensus 
opinion among these writers— 
contrary that the people 
the helm either major political 
party this country—is that 
drastic readjustments our total 
approach are paramount im- 
portance. 

Not that the recommended ad- 
justments are complete accord. 


There is, however, surprising 
degree similarity among them. 
would impossible, course, 
discuss all the proposed so- 
lutions here. But references 
the more readily available ones— 
particularly those aimed prima- 
rily the layman—can made. 
They include two articles 
George Kennan (based his 
famous Reith Lectures), “How 
Can the West Recover?” Har- 
pers (February and March, 
1958); article, supporting 
Kennan’s thesis disengage- 
ment, “Mr. Kennan and Reap- 
praisal Europe” Walter 
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(April, 1958); article Bar- 
bara Ward, former foreign editor 
The Economist, entitled “Can 
the West Regain the Initiative?” 
The 
1958); two articles from diver- 
gent sources but with 
tlingly 
liam Harlan Hale’s “Troubled Oil 
the Middle East” (The Re- 
porter, January 23, 1958); and 
Gilbert Burck’s “World Oil: The 
Game Gets Rough” (Fortune, 
May, 1958); Edward Crank- 
interpretation Russia’s 
contemporary international de- 
signs being essentially exten- 
sions those the Czars 
“Russia’s Imperial Design” (The 
Atlantic, November, 1957); 
article based upon the thesis that 
the distinction between devel- 
oped and 
tions too tight one and needs 
“Economic Growth and the New 
1958 and the concluding article 
the series seven foreign 
markets carried Fortune— 
“U.S. Foreign Economic Policy” 
tune, June, 1958). 

Among those directed specifi- 
cally toward the Middle East di- 
lemma one from last Decem- 
Atlantic. The title “Our 
Isolation from the Arab 
the author William Polk, 
member the Center for Middle 
Eastern Studies Harvard. Polk 
himself summarizes the article 
these words: 


“In summary, appears that 
have deliberately thrown away flex- 
ibility our policy. have arbi- 
trarily, often without adequate infor- 
mation, divided Arabs into those the 
one hand with whom will 
ate, whom will and from 
whom will apparently expect little, 
and the other hand those with 
whom will have nothing do, 
whom have convinced can have 
nothing from but animosity, and 


toward whom give the appearance 
pointing loaded gun. 

should this be? Syria today 
less democracy than Jordan? 
Egypt less than Iraq Saudi Arabia? 
Are sure that the goals these 
countries are incompatible with our 
own? the pouring into Asia mil- 
lions dollars worth arms, aid, and 
expertise our answer the hun- 
ger for ideas? Should not stop and 
take stock? have arrived the 
position where our only answer Rus- 
sian propaganda—or indeed ideas 
and aims which are much closer our 
own than Communism—is the rule 
tired old men and kings?” 65) 
However, more the flavor 
comes through these isolated 
passages: 

“Above all need tell the East 
ourselves terms meaningful 


(page 61) 


their experiences 
have remarked that the new Arab] 
generation partly understandable 
middle-class movement, and perhaps 
this indicated its quest for re- 
spectability.” (page 64) 

The burden Polk’s argument 
that our propaganda has been 
directed the wrong people— 
the followers, not the leaders 
the revolutionary tide. The 
leaders are and large Western- 
educated intellectuals who re- 
unpatronizing frankness between 
equals, and sincere apprecia- 
tion their desires for independ- 
ence and advancement. They are 
correspondingly influenced 
appeal the intellect rather than 
the evidences our material 
benefits. puts it: 

“Perhaps more potent the Russo- 
American competition the Middle 
East than all the arms, the goods, and 
the diplomatic moves the advent 
Soviet books.” (page 62) 

contrast with these Russian 
books, American books 


not often enough cater the 
Arab’s hunger for ideas. ‘If you 
would print Walt Whitman Russian 
prices, would love it. But you give 
neither your classics nor your phi- 
(page 63) 
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For the titles the many 
cellent books the Middle East 
that have appeared throughout 
this past year, readers are re- 
ferred the section 
ground the Middle East” 
the Winter issue Ho- 
RIZONS, “The Biggest Concern” 
the issue, and page 
122 the comments the Sum- 
mer issue. 

New titles due this fall include 
Sir Reader Bullard, editor, The 
Middle East (Oxford); Harry 
Ellis, The Arabs (World); Nel- 
son Glueck, Rivers the Desert 
(Farrar); George Harris and 
others, Iraq, Its People, Its Soci- 
ety, Its Culture and Jordan, Its 
People, Its Society, Its Culture 
(Human Relations Area Files); 
Jean and 
Egypt Transition (Criterion); 
Walter Laqueur, editor, The 
Middle East Transition 
ger); Daniel Lerner, Passing 
Traditional Society: Moderniz- 
ing Styles Life the Middle 
(Free Press); Long- 
rigg, Syria and Lebanon under 
French (Oxford); 
Fahim Qubain, Reconstruction 
Iraq (Praeger); and Leon 
Uris, Exodus (Doubleday 

Probably the best the recent 
books Lebanon that 
Philip Hitti, Professor Emeri- 
tus Semitic Literature 
Princeton. Lebanon History: 
From the Earliest Times the 
Present (St. Martin’s, 1957) 
the third series that began 
with History the Arabs (1937) 
and History Syria (1951). 
Hitti points out, the small por- 
tion the book devoted con- 
temporary history, why this small 
country, created the interbel- 
lum era for the convenience 
French mandatory power, should 
reluctant follow the 
ently logical path unification 
with its Arab neighbors. (Leba- 
non unique that half 


during the recent months. These are books people are talking about, provocative 


Critical Acclaim 

“Mr. Galbraith’s underlying 


and convincingly argued 
that deserves front rank 


any debate economics 
conventional 


THE NEW YORK TIMES 
“The most significant com- 


mentary matters gen- 
10] eral public concern have 
been published many 
THE WASHINGTON POST 


“Galbraith takes the dismal 
ere are some the outstanding selections offered members THE Book out into the 


THE REPORTER 
has gift for charming 


reading every area interest. And these are representative the books which have irony, picturesque analogy, 


and witty aphorisms 


earned THE the reputation for “The Best Fiction and Non-fiction.” WALL STREET JOURNAL 
Now, you can have any these important books for only $3.95. member the “As disturbing bril- 


NEW YORK 


club, you will have the opportunity purchase monthly selections prices 50% below HERALD TRIBUNE 
retail. And with each fourth purchase, you will receive outstanding Bonus Book FREE. more refreshing exami- 


nation the stereotype 
both liberal and conserva- 
tive economic thought has 


Choose any for only 3.95 


with membership THE BOOK FIND CLUB 


Each Month, Book Find Club members re- 
ceive the interesting and informative Book 
Find News, containing authoritative re- 
view the forthcoming selection and other 
information about the many selections of- 
membership price. you choose receive 
the selection, you need nothing: will 
Sent you automatically. you would like 
reject the selection substitute another 
the many volumes offered, you simply 
return the conveniently provided form. Begin 
your membership now accepting any 
these outstanding books for only $3.95. 


Mail this coupon today! 


THE BOOK FIND CLUB 
c/o BUSINESS HORIZONS, Indiana University 


THE AFFLUENT 
ber and send for only $3.95 LAND WITHOUT 
plus 24¢ postage and handling, ATTORNEY FOR THE DAMNED 
the books have indicated. THE AMERICAN 
receive free the monthly THE TITANS 
Book Find News. agree MYTH AND 
purchase least additional THE POWER ELITE 
books during first year THE AMERICAN 
membership and re- 
ceive Free Bonus Book for 
each four purchases. may can- 
cel membership any time 
after accepting five selections. 
Note: Save the cost postage 
and handling your introduc- 
tory offer enclosing check 


(Same Price Address 105 Bond Street, BH—9-58-B 
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Arab and half Christian, with po- 
litical power the country ap- 
portioned that basis. 

Other works especially recom- 
mended reviewers include 
the second edition George 
The Middle East 
World Affairs (Cornell, 
Raphael The Kingdom 
Jordan (Princeton, 1958); Wil- 
fred Cantwell Smith’s Islam 
Modern History (Princeton, 
1957); and Vera Micheles Dean 
and others, New Era the Non- 
Western World (Cornell, 1957). 


For the contiguous areas 
Asia and Africa, where similar 
waves nationalism, anticoloni- 
alism, and rising expectations are 
taking place, the following sum- 
mer and fall titles should en- 
lightening: James Charles- 
worth, editor, Asia and Future 
World Leadership (July, 1958 
Annals, American Academy 
Political and Social 
Alfred Crofts and Percy Bu- 
chanan, History the Far East 
(Longmans William Doug- 
las, West the Indies 
day); Fage’s Atlas African 
History (St. Martin’s); Arthur 
Rice Roots (Simon 
and Schuster); John Gunther 
and others, Meet South Africa 
Alex Josey, Socialism 
Asia (Institute Pacific Rela- 
tions George Kahin, editor, 
Major Governments Asia 
(Cornell); George Kerr, Oki- 
nawa: The History Island 
People (Tuttle); Joseph Lev- 
enson, Confucian China and Its 
Modern Fate (California); 
bert Mayer and others, Pilot 
Project, India Paul 
Sih, Decision for China 
Virginia and 
Thompson, French West Africa 
(Stanford and Gladys Zabilka, 
Customs and Culture Okinawa 
(rev. ed., Tuttle 


CABBAGES 
AND KINGS 


CYBERNETICS now has compan- 
ion field called ergonomics (from 
the Greek meaning “the custom, 
habits, laws work” that has 
grown because the capacity 
much modern equipment lim- 
ited not the machines them- 
selves but the human beings 
who use them. There even 
journal called 
HUMAN FACTORS WORK, MA- 
CHINE CONTROL AND EQUIPMENT 
DESIGN edited Dr. Wel- 
ford Cambridge University 
for the Ergonomics Research So- 
ciety. published Aca- 
demic Press. 

Philip Fisher’s recent book 
COMMON STOCKS AND UNCOMMON 
(Harper Brothers has 
been having unusual sale and 
may even hit the best-seller lists, 
remarkable feat for this kind 
book. 

1957 publication still cre- 
ating interest and demand. 
THE NEXT HUNDRED YEARS: MAN’S 
NATURAL AND TECHNOLOGICAL RE- 
sources Harrison Brown, 
James Bonner, and John Weir 
(Viking Press). Topics include 
demands for raw material 
industrial society, the future 
nuclear energy, ways increase 
our brainpower, and patterns 
agricultural change. 

Aware the repeated urgings 
learn more about the psychol- 
ogy the non-Western peoples, 
Twayne Publishers are launching 
new series translations 
Asian literature, both classic and 
contemporary. Among their pro- 
jected titles (to issued pa- 
perback Anchor editions late 
next winter) are: DREAM THE 
RED CHAMBER, 
century Chinese novel; AND 
DEATH Mushakoji, con- 
temporary Japanese novel; and 
anthology Chinese litera- 
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ture edited Dr. Chi-chen 
Wang the Chinese department 
Columbia University. 


THE CONCISE ENCYCLOPEDIA 
WORLD HISTORY, due 
September, the second Haw- 
thorn’s series concise encyclo- 
pedias various fields knowl- 
edge. edited John Bowle 
Oxford University. 


New American Library 
bringing out new Mentor series 
the history scientific 
thought. Giorgio Santillana, 
general editor the project. 
prefers describe the series 
“science history rather than 
history science.” 


interesting periodical has 
just come our attention. 
monthly publication the Euro- 
pean Productivity Agency called 
DIGEST. 
About the size Di- 
gest, consists independently 
written reports articles se- 
lected from about thousand Eu- 
ropean journals. Aimed the 
management 
medium-sized companies, its 
main purpose alert them 
the technological developments 
taking place the various Euro- 
pean 
novations their own industries. 
The digests are arranged in- 
dustry and the entire contents 
are perforated for removal. The 
magazine also offers “Readers 
Enquiry Service,” through which 
readers can obtain the original 
article upon digests are 
based more information about 
the processes products. The 
subscription rate $12 
and correspondence should 
addressed to: European Techni- 
cal Digests, E.P.A., rue Andre- 
Pascal, Paris-16°, France. 


Not particularly new book 
but one that many readers would 


lost spark plug “miss.” 
Super Shell with 
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nock 


Missing power 
hills? 


TCP* Super Shell neutralizes power- 
wasting combustion deposits that 
cause spark plug adds anti- 
miss the anti-knock supplied 
Super Shell’s high octane components. 
get better mileage, too, 

aviation gasoline ingredients. 
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Missing money 
with low 
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*Shell’s trade mark for this unique gasoline additive 
developed Shell research. 
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Many the nation’s leading set manufacturers use the 


Tarzian Tuners their sets. The Tuner the 


any television receiver. 


RECTIFIER DIVISION Produces complete line Selenium and Silicon 
rectifiers various voltages and currents. 
eve 
| ac 
well special types, are turned out annually. 


BROADCAST EQUIPMENT DIVISION Designers and producers 
broadcast and closed circuit equipment for com- 
mercial stations Industrial use and Educational 
Television. 


Channel WPTA Channel 21+ WTTS 1370 kc. 
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SARKES TARZIAN, Inc. 

y 

Bloomington, Indiana 

the 
rat 
sho 
STATIONS 
OWNED AND 
OPERATED 
SARKES cial 
TARZIAN, Inc. 


fnd interesting and might have 
missed Harvard’s publication 
AND MANAGER THE 


have received letter an- 
nouncing the publication 
complete English translation 
the leading journal monthly 
Soviet economics, Voprosy 
Ekonomiki, the journal the 
US.S.R. Academy Sciences, 
Institute Economics. The 
translation called Problems 
Economics and available from 
International Arts and Sciences 
Press. 


The U.S. Department Com- 
merce establishing Foreign 
Technical Information Center 
within the Department pro- 
vide translations overseas 
technical writing. way an- 
Secretary Weeks 


said: 


recent years, government agencies 
private institutions and industries 
have steadily increased their transla- 
tion Soviet magazines, monographs 
books. the present time, how- 
ever, there central agency the 
responsible for acting 
house for foreign technologi- 
al, scientific and engineering informa- 
for the purpose making gen- 
available American scientists, 
institutions and the public. 
Plans have been worked out for 
public distribution information from 
such the National Sci- 
Foundation, Atomic Energy 
Commission, the Armed services and 
the intelligence agencies.” 


estimated that the supply 
50,000 abstracts and 
complete translations. 


the subject Russia 
list here the fall titles 
area. They include Ter- 

Arctic (Oxford Carr, So- 

One Country (Fifth 
Carr’s History So- 

Russia, Macmillan); Merle 

Smolensk Under Soviet 


Rule RAND Corporation pub- 
lication, Marvin Kalb, 
Conversation with Russia 
Alan Moorehead, The Rus- 
sian Revolution (Harper); 
Sternfeld and others, Soviet Writ- 
ings Earth Satellites and Space 
Travel (Citadel); and Vassi- 
liev, Sputnik into Space (claimed 
have been smuggled from in- 
side Russia, Dial). 

books this fall biography, auto- 
biography, and memoirs. large 
number them are Roose- 
velts—Theodore, Franklin, and 
Eleanor: William Hassett, Off 
the Record with R., 1942- 
and White 
House Diary Eleanor 
Roosevelt, Own (Har- 
per); Alfred Steinberg, Mrs. R.: 
The Life Eleanor Roosevelt 
Richard Harrity and 
Martin, Here Comes Elea- 
nor Roosevelt (Duell); Edward 
Wagenknecht, The Seven Worlds 
Theodore Roosevelt (Long- 
mans Stefan Lorant, R.: The 
Life and Times Theodore 
Roosevelt (Doubleday); and 
Wayne Andrews, editor, The 
Autobiography Theodore 
Roosevelt: Centennial Edition 
(Scribner 

Other titles that will find large 
audiences are Marquis Childs, 
Eisenhower: Captive Hero 
court); James Byrnes, All 
One Lifetime (Harper); The 
Memoirs Field-Marshall Mont- 
gomery (World); Edith Patter- 
son Meyer, Dynamite and Peace: 
The Story Alfred Nobel 
tle); Manda, Mahatma 
Gandhi (Beacon); 
works Winston Churchill: 
two-volume life, yet untitled, 
Lewis Broad (Hawthorn); 
Geoffrey Bocca’s The Adventur- 
ous Life Winston Churchill 
(Messner); and Elizabeth Lay- 
ton Nel’s Was Sec- 
retary (Coward-McCann 


BOOKS RECEIVED 


Margaret Mead). The Twice- 
Born. Indiana University, Bloom- 
ington, 1958. $6.50. 

Chow, Demand for Automo- 
biles the United States. North- 
Holland Publishing Company, 
Amsterdam, 1957. Under $2.50. 

Craf, Junior Boards Execu- 
tives. Harper, New York, 1958. 
$3.50. 

Feyler, Income Growth with 
Security. Macmillan, New York, 
1958. $4.95. 

Greenwald, Rent Buy. 
Twayne, New York, 1958. $3.00. 

Holland, Daniel. The Income-Tax 
Burden Stockholders. Prince- 
ton University, Princeton. $5.00. 

Hugh-Jones, M., ed. Human Re- 
lations and Modern Management. 
North-Holland Publishing Com- 
pany, Amsterdam, 1958. Around 
$5.00. 

Irvin, How Sell Yourself. 
American, New York, 1957. $2.75. 

Katona, George, with Lauterbach, 
Albert and Steinkamp, Stanley. 
Business Looks Banks. Univer- 
sity Michigan, Ann Arbor, 
1957. $5.00. 

Lumer, Wilfred. Small Business 
the Crossroads. Public Affairs In- 
stitute, Washington, 1956. $1.00. 

Riegel, John. Administration Sal- 
aries for Engineers and Scientists. 
University Michigan Bureau 
Industrial Relations, Ann Arbor, 
1958. 

Riegel, John. Intangible Rewards 
for Engineers and Scientists. Uni- 
versity Michigan Bureau In- 
dustrial Relations, Ann Arbor, 
1958. 

Risser, The Economics the 
Coal Industry. University Kan- 
sas Bureau Business Research, 
Lawrence, 1958. $3.00. 

Steiner, H.; Shapiro, Eli; and 
Solomon, Ezra. Money and Bank- 
ing. Holt, New York, 1958. $7.00. 

nomics. North-Holland Publish- 
ing Company, Amsterdam, 1957. 
Under $2.00. 

Thomassen, Henry. Business Plan- 
ning for Economic Stability. Pub- 
lic Affairs, Washington, 1958. 
$2.50. 

Westin, Alan The Anatomy 
Constitutional Law Case. Mac- 
millan, New York, 1958. $1.60. 
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FOR THE INFORMED 
READER 


OUT 


Desmond Crowley, BACKGROUND 
CURRENT AFFAIRS Martin’s 
Ernest Haas, UNITING EUROPE: 
POLITICAL, SOCIAL, AND ECONOMIC 

FORCES, 1950-1957 

Herdan, LANGUAGE CHOICE AND 
CHANCE Philosophical 

Laurence Martin, PEACE WITHOUT 
vicrory (Yale) 

Otto Von Mering, PATTERNING 

(Chicago 

Reavis Jr., FIGHTERS FOR 
FREEDOM 

José Ortega Gasset, MAN AND 
crisis Norton 

REACTORS THE WORLD 

Ralph Steen, GOVERNMENT 
THE PEOPLE 

James and Helmut 
Schoeck (eds.), FOREIGN AID RE- 
EXAMINED Public Affairs 

Henry Lionel Williams, FANTASTIC 

CONTINENT 


Wiggins 


SOUTH AMERICA: 
THE FUTURE Horizon 


EARLY FALL 


Ernest Barker, REFLECTIONS GOV- 
ERNMENT (Oxford 

Oliver Cox, FOUNDATIONS CAP- 
ITALISM (Philosophical 

court (Anthology best 
legal literature, Macmillan 


LATE FALL 


Ursula von Eckardt, 
HAPPINESS THE DEMOCRATIC 
CREED Praeger 

Werner Heisenberg, 
CONCEPTION NATURE 
court 


Har- 


PEOPLE WILL 
TALKING ABOUT 


OUT 


Hanson Baldwin, GREAT ARMS 
RACE: COMPARISON U.S. AND 
SOVIET POWER 1958 Praeger 

THE VIOLATED 
Dial 

Vladimir Nabokov, 
nam 


EARLY FALL 


Wolcott Gibbs, SORROW 


Holt 


THE AFFLUENT SOCIETY 


George Wilson 


THE LAST issue, Kenneth 
Boulding was used example 
the recent tendency econo- 
mists expand their horizons 
beyond the so-called traditional 
The 


work Galbraith strongly em- 


political economy. 
phasizes the fact that economics 
had better broaden and change 
its views become extinct. 


Galbraith’s book was eagerly 
awaited and has received lavish 
praise. deserves it. beau- 
tifully written Galbraith trade- 
penetrating, provocative, 
and even exciting (especially 
chapters through xm). 


Roger Ikor, THE SONS 

Nikos Kazantzakis, THE 
MODERN SEQUEL HOMER 
S.) 

Martin Luther King, Towarp 
FREEDOM Harper 

Eugene Kinkead, EVERY 
ONE 

Mario Pei, sPARROWS PARIS 
osophical 

Stephen 
(Random 

Edgar Snow, THE GATHERING 
EAGLES (Random) 

Surtees, MR. SPONGE’S SPORTING 
TouR Oxford 


SUPERMANSHIP 


LATE FALL 


Robert Frost, AND ALL CALL 
AMERICAN 

Jack Kerouac, THE DHARMA BUMS 
Viking 

Ivar Lissner, THE CAESARS: MIGHT 

Harrison Salisbury, THE 
GENERATION 

Allen Smith, THE THE 
BER SHOP Little, Brown 

John Henry Newman, 
NATURE UNIVERSITY EDUCATION 
Dutton 


THE AMERICAN ECONOMY WONDERLAND 


develops theme that has long 
been played social scientists 
but that has been heard only 
faintly, though disturbingly, 
members the economic profes- 
sion. This theme the funeral 
march traditional economics; 
the death what one might call 
the “fetish production.” With 
occasional sour notes, Galbraith 
develops follows: The cen- 
tral economic tradition was cre- 
ated amidst background 
scarcity, inequality, insecurity, 
and mass poverty. the time 
its creation and throughout the 
nineteenth century, the key prob- 
lem emphasized was scarcity, 
the “niggardliness nature.” 
alleviate this condition profes- 
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sion developed show how 
the pitiful scarcity 
resources that beat the mass 
mankind against the hard rock 
grinding poverty. But there 
was little hope that the majority 
could ever rise beyond “conven- 
America with her abundant 
sources there were few optimists. 
The need economize and 
serve remained. The “dismal sci- 
ence’ prevailed. 

Thus every policy had 
tested the basis its impact 
upon production. The answers 
poverty, inequality, and 
ity were likewise found 
constantly expanding production, 
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continuous full employment, and 
increasing efficiency. The cen- 
tral economic tradition therefore 
developed body principles 
designed show how secure 
optimum output, how wring 
the maximum amount goods 
from the scarce resources and 
how expand these resources. 
Hard work, thrift, efficiency were 
the watchwords the economics 
scarcity. 

But slowly did expand our 
stock resources (man-made 
and human) and increased our 
efficient use thereof. Irresistibly, 
real per capita GNP rose year 
after year. Even the disastrous 
depressions and wars could not 
halt the seemingly inevitable rise. 
The majority living the near 
subsistence level became mi- 
nority; the extremes inequality 
(or least the consequences 
such were dissolved 
the solvent increased abun- 
dance. After the even 
the business cycle was brought 
under high degree control 
through recognition our abil- 
ity increase production var- 
ious governmental policies. In- 
creasing was, therefore, the 
solution all these social afflic- 
tions. 

Furthermore, with the spectac- 
ular rise GNP, especially since 
1940, the economic problem has 
been solved and the affluent so- 
ciety has emerged. But spite 
this, the economics scarcity 
still the prevailing rationale. 
continue judge policy its 
impact efficiency; are still 
exhorted toil and save. (The 
current fad “you auto buy 
rary national madness. Econom- 
ics thus suffering from the 
traditional cultural thought 
behind changing circumstances. 
“The shortcomings economics 
are not original error but uncor- 
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rected obsolescence.” (page 

Now come the central 
paradox—we 
creased output time when the 
hucksters are frenzy trying 
create the wants justify it. 
And the more goods have, the 
more the hucksters must beat the 
bushes the human psyche 
show that really need the in- 
creased output. Benjamin Fair- 
less once remarked, “Let’s make 
them want what produce.” 
(consumer sovereignty?) Thus, 
peculiar and nonsensical in- 
version, reach the position 
where, instead production for 
the sake consumption, con- 
sumption takes place for the sake 
sweat, economize, and consume 
that can work even harder 
produce goods that become 
increasingly superfluous and un- 
wanted. This turn requires 
work even harder stirring 
psychological needs for the un- 
wanted goods—and goes. 
Production has become its own 
justification, not human wants. 
But rooted are the ana- 
lytical apparatus scarcity, and 
lacking comparably scientific 
model abundance, refuse 
eschew the former. “It far, 
far better thing have firm 
anchor nonsense than put 
out the troubled 
thought.” (page 160) 

Why persist these 
things? For one thing the econ- 
omists have vested interest 
the fetish production. the 
economic problem solved, there 
need for economists unless 
they broaden their horizons—as 
indeed many have done. The cen- 
tral tradition has, however, sup- 
ported the myth production 
refusing accept the 
diminishing marginal utility 
relevant the totality goods. 
The central tradition therefore 
accepts the proposition that the 
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psychological loss 
chrome-plated car may 
par with the loss 
bread. this way the utility 
more and more total output does 
not diminish. Human wants be- 
come insatiable and this justifies 
the increased output. 

But if, Galbraith argues, the 
process production itself cre- 
ates these wants, “then the 
gency the wants can longer 
used defend the urgency 
the production. Production only 
fills void that has itself cre- 
ated.” (page 153) The econo- 
mist’s acceptance human wants 
(however derived) 
the scope his discipline sup- 
ports the myth the need for 
more production and the same 
time satisfies the vested interest 
the central tradition. 

But even stronger vested 
interest business; for 
fetish production destroyed, 
the prestige, the importance, the 
very raison détre business 
would greatly diminish. Thus 
business folklore rooted the 
importance production. “Only 
the productive can strong. 
“Production made America 

Even liberals our society 
emphasize production means 
maintaining full employment. 
Thus the cult production 
stands secure. Nonsense 
umphant. Lewis Carroll and Jon- 
athan Swift smile (or down) 
us. 

But even consumer needs 
not justify increased production, 
the rumbling the Soviet 
Union? Did not Allen Dulles 
shock the President with com- 
parison U.S. and Soviet rates 
economic growth? Has 
high and expanding GNP 
placed gold the “sinew 
this Galbraith (and 
many others) point out the 
ple fact that the absolute 
amount devoted directly 
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military output and not the 
total that relevant. 
neglecting the composition 
the conventional wisdom 
overlooks this. Expanded capac- 
ity produce corn flakes and 
blue suede shoes index 
military might. Nor, this 
atomic age, will have time 
convert private industrial capac- 
ity military capacity the 
event surprise attack. 

There therefore justifica- 
tion for the emphasis produc- 
tion the affluent society. But 
why justify it? What wrong 
with the myth? society chooses 
live nonsensically, it. 
Galbraith however argues that 
three undesirable consequences 
emerge from the myth: 

rising consumer indebtedness, 
which feels leads greater in- 
stability and cannot continue (why 

inflation, obviously aggravated 
increased emphasis spending 
and full employment 

social imbalance, which Gal- 
braith means the superabundance 
privately produced goods and 
the meager supply publicly pro- 
duced goods 
such imbalance have cre- 
ated atmosphere “private 
opulence squalor.” 
(page 257) This atmosphere 
prime cause social disorder, 
diminishing enjoyment could 
otherwise have and inevitably ac- 
companying the stimulation 
private expenditure and depreca- 
tion public expenditure. 

Suppose, however, that see 
through the myth. 
creased production resolves the 
problems insecurity, inequal- 
ity, and, course, scarcity, what 
can with our realization? 
Under 
production the margin not 
really important per (though 
pretend is). Its real impor- 


existing arrangements, 


With reduced output have 
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unemployment and loss in- 
come; while the loss output 
great consequence, the loss 
income the individual is. 
gives him the opportunity 
starve amid abundance. 
that are really worried about, 
and the fetish production 
stupid, then must obviously 
break the nexus between income 
and production. 


Galbraith presents 
highly conservative proposals 


that would 

facilitate breaking the nexus 
between income and work 

help offset inflation 

help establish proper social 
balance. 
ends with the prospects 
diminishing toil required eco- 
nomic institution, increasing lei- 
sure, eliminating residual pov- 
erty—and the usual plea for more 
education. 

What are think all this? 

First, the concept the econ- 
omy abundance realized 
Keynes made point 1931 
his widely read essay “Eco- 
Possibilities for Our 
Grandchildren” 
braith and more recently 
Riesman has written voluminous- 
the economy abundance 
Strangely enough, though 
braith’s debt Riesman appar- 
ent, never cites Riesman. Yet 
Riesman who recently stated: 
“We are generation, prepared 
for Paradise Lost, who not 
know what with Paradise 
Found.”? 

There also recent science 
fiction that ironically twists 


nomic 


Problems United States Economic 
Development, Vol. (New York: Com- 
mittee for Economic Development, 


232. 


Frederic Pohl, “The Midas Touch,” 
The Case Against Tomorrow (New York: 
Ballantine Books, Inc., 1957). 


the pattern enforced 
tion affluent society. And 
many more the same vein could 
cited. 

Galbraith has the rather 
ing tendency writing the 
ideas expressed 
with him (as, for example, his 
concept “countervailing pow- 
despite his disclaimers. This 
may because writes for 
popular audience that much 
less demanding and discerning 
about documentation. Yet these 
ideas, while not novel, are devel- 
oped with vigor and clarity that 
induce the uninitiated presume 
originality. 

Second, there another inter- 
pretation the retention tra- 
ditional economics that co- 
gent Galbraith’s “cultural lag” 
or, worse, “vested interest” the- 
ory. That is, 
reached the point where further 
significant advance requires the 
assistance psychology, philos- 
ophy, and related social sciences. 
But advance along these fronts 
exceptionally difficult because 
the often unsatisfactory state 
these disciplines and the lack 
interdisciplinary communication. 

Third, without some concem 
over scarcity, the affluent society 
could revert relative scarcity. 
particular, exhaustion nat- 
ural resources something 
consider the face increased 
population pressures. The 
nomic surplus, though vast, not 
inevitably self-perpetuating, and 
there are plenty examples its 
increasing waste. 

Fourth, the full implications 
the affluent society are not 
ciated. are reap its ad- 
vantages the full, entirely 
new psychological outlook 
required. must replace the 
economic motivations with some- 
thing else; but until do, 
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preoccupied with production. 
Keynes once remarked, “It 
better that man should tyran- 
nise over his bank balance than 
over his fellow-citizens.”* Per- 
haps dangerous human proclivi- 
ties are better channeled through 
pursuits instead 
other outlets. The use which 
increased leisure put vital 


economic 


part the affluent society but 
Fur- 


thermore, whether 


receives attention here. 


society can peacefully coexist 
world scarcity without ex- 
porting giving away sub- 
its current 
GNP moot point. This would 


stantial amount 
require increased production. 
use our abundance for leisure 
while many nations 
hardly feasible. What required 
production, but changed com- 
position involving not only re- 
dress the social imbalance but 
also more production (of capital 
equipment) for underdeveloped 
economies. 

have one more complaint. 
The book far too long. 
Chapter the thesis remark- 
ably well presented and makes 
exciting reading. From that point 
on, the pace slows down and be- 
comes much more commonplace 
and even tedious. Gal- 
braith had run out steam after 
the main job had been done. His 
obviously waned 
when turned the conse- 
quences and remedies for the 
myth, possibly because (and 
many others had covered much 
the ground before. The conse- 


enthusiasm 


quences and proposals not 
stand favorable comparison with 
the central thesis. Nor are the 
proposals broad enough en- 
compass the full implications 
the destruction the myth. The 


The General Theory Employment, 
Interest and Money (London: The Mac- 
millan Co., 1951), 374. 
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last 150 pages not fulfill the 
earlier promise. 

But these are carping 
cisms. Galbraith’s central para- 
dox supremely important and 
unquestionably true. addition 
this, there are numerous sub- 
sidiary points value stressed. 
corporate executive should 
pass Chapter vin, Part 
economic security. Again, the 
correlation between increasing 
security and increasing efficiency 
clearly brought out—and high 
time. The insecure person, 
who constant danger be- 
ing replaced, does not have much 
confidence; and surely confidence 
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crucial improved tech- 
niques fear. The typical doc- 
trine that security stifles initia- 
tive certainly nonsense when 
versally valid piece revealed 
truth. 

spite its numerous errors 
details, misplaced emphasis, 
and omissions, The Affluent Soci- 
ety will create stir academic, 
least equivalent that aroused 
The Lonely Crowd The Or- 
ganization Man. one the 
few books recent times that 
warrant the label “required rea¢- 
ing.” 
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